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BOOKS... 


For the Business Man 


THE UNITED STATES AND 
JAPAN'S NEW ORDER 
WILLIAM CRANE JOHNSTONE, JR. 
Oxford University Press. 385 pp. $3.00 


Whether or not the United States and Japan 
ever engage im war, Japan is certain to figure 
prominently in many of our forthcoming inter- 
national policies and decisions. This is a book 
which should fully acquaint the general reader 
with all phases of the Japanese question and, 
the issues involved, laid against a broad his- 
torical background. The author concludes his 
book with definite advice and recommendations 
designed to preserve our prestige and status 
in the Far East. The author is well qualified 
to present a realistic case and brings to his 
discussion a wealth of knowledge gained 
through many years of travel throughout the 
Far East. 
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THE ARMED HORDE 1793-1939 
HOFFMAN NICKERSON 
Putnam. 425 pp. $3.50 


Mr. Nickerson in his previous books dealing 
with military subjects firmly established his 
analytical and discoursive ability to deal with 
the methods and theory of military enterprise. 
In his latest book the author undertakes a study 
of the rise, survival and decline of the mass 
army. The final chapters deal with the search 
by military people everywhere for more eco- 
nomical methods, and the results of a new 
military theory in the opening stages of the 
present war. The student of military science 
will find this an invaluable and timely contri- 
bution to the subject. 
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CHINA SHALL RISE AGAIN 
Mme. Chiang Kai-Shek 
Harper & Bros. $3.00 


Mme. Chiang Kai-Shek does not devote her 
talents in this book to propogandizing the 
Chinese cause, but presents her case frankly 
and revealingly. The book is replete with 
criticism of Chinese faults and weakness. The 
major point, however, is the great strength 
which China is drawing from her adversities 
and the growing unity and progress which may 
in the end prove to be a real boomerang to 
Japan’s efforts to establish a ‘‘New Order’’. 


These books may be ordered from The 
Magazine of Wall Street book department. 








“Call for 
PHILIP MORRIS” 


New York, N. Y. 
March 14 1941 
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Philip Morris & Co. Ltd., Inc. 
An initial dividend of 534¢ per share 
on the Cumulative Preferred Stock, 
414% Series, cumulative from March N 
15, 1941, has been declared payable N 
May 1, 1941 to Preferred Stockholders § 
of Record at the close of business on N 
April 15, 1941. N 
There has also been declared a regu- 
lar quarterly dividend of 75¢ per share N 
and an extra dividend of $2.00 per N 
share on the Common Stock, payable N 
April 15, 1941 to Common Stockholders 
of Record at the close of business on 
March 31, 1941. N 
N 
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L. G. HANSON, Treasurer. 
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Big and. Littl Stockholders. 


ALTHOUGH there are probably more 
than 10,000,000 stockholders, 1,000,- 
000 of them get 50 per cent of the 
dividends, according to a T.N.E.C. 
study. Horror of horrors, 25,000 big 
stockholders are alleged to get 35 per 
cent of the total! 

Senator O’Mahoney publicly views 
these ratios with the rather vague 
dismay of a politician who doesn’t 
quite know what it is all about or 
what to do about it. Well, Senator, 
what would you do about it? 

No stigma has heretofore attached 
to the individual who accumulates 
wealth by legal and honorable means. 
There is no statutory limit to wealth, 
though its accretion is now severely 
limited by income and estate taxes. 
There is a free and open market for 
equities of most large corporations, 
and plenty of shares for sale. Any- 
one with savings may buy some of 
the shares which tax considerations 
are forcing many large holders to 
dispose of. Most large corporations 


have tried to encourage widespread 
public ownership of their securities. 
Certainly Wall Street has tried to 
encourage it. 

How would Senator O'Mahoney 
go about the business of making big 
stockholders smaller and small stock- 
holders bigger? In every field of 
endeavor, material success in most 
instances is directly proportionate to 
the individual’s ability, sagacity, en- 
ergy and thrift. How many physi- 
clans are outstandingly successful? 
How many lawyers? How many poli- 
ticians? 

As for the 25,000 largest stock- 
holders who are said to get 35 per 
cent of the dividends, they are in a 
great majority of instances the enter- 
prisers who founded and built the 
companies in which they have large 
holdings or the heirs of the original 
enterprisers or the able present man- 
agers of business enterprises. What 
is wrong about that, Senator? 

Is it against the public interest 


that members of the du Pont fam- 
ily are large shareholders in E. I. du 
Pont de Nemours & Co.? They and 
their forebears made this great en- 
terprise what it is. And would the 
Tord Motor Company make better 
and cheaper automobiles, or be able 
to pay higher wages, if it were con- 
trolled by 1,000,000 small stockhold- 
ers instead of by the Ford family? 

Frankly, Senator, the small inves- 
tors whom you profess to serve are 
among those most fed up with 
oblique political smears of success- 
ful bigness per se. They know only 
too well that the real concentration 
of economic and financial power to- 
day is in your hands and those of 
your fellow politicians. What they 
most want to know is whether you 
and your associates are going to use 
this power to wreck the private en- 
terprise system which made this na- 
tion the richest and strongest on 
earth. They have no fear of the du 
Ponts or the Fords. 
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Profits Under Our New Economy 


By Laurence STERN 


Merchandising Shares on the Defensive 


By Perer B. B. ANpREws 


Can Capitalism Survive the Burden of War Debts? 


By V. L. Horotn 
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Illustration shows the New York City Home 
Office of the Metropolitan Life Insurance Com- 
pany. Head Offices are also maintained in San 
Francisco, and in Ottawa, Canada. In addition, 
over 1,100 District and Detached District Offices 
are maintained throughout the United States and 
Canada for the convenience of policyholders. 
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Life Insurance in action! 


Y ITS VERY NATURE, Life Insurance is an 

active, continuing force—a living force 

in the homes of millions who share its 
benefits. 

Last year Metropolitan visited many 
homes in times of family crisis, for a total 
of over $182,000,000 was paid on account 
of death claims to scores of thousands of 
beneficiaries of Metropolitan policyhold- 
ers. Dividends, matured endowments, annu- 
ity payments, disability, and health and 
accident claims, and other benefits paid or 
credited to living policyholders during the 
year amounted to more than $426,000,000. 
The total of almost $609,000,000 for pay- 
ments to policyholders and beneficiaries is 


a record high for the Company. 


Metropolitan funds, invested for the ben- 
efit of its policyholders, continued to play 
a part in the economic structure of the na- 
tion. These funds aided in financing Gov- 
ernment activities, helped to keep indus- 
try humming and men in jobs, to erect 
public and private buildings, and assisted 
farmers to own their farms and to keep 
them in proper repair. However, the low 
interest rates generally prevailing contin- 
ued to have their effect on the Company’s 
earnings and consequently on dividends to 
policyholders. 


Moreover, through its Welfare activities, 


its nursing service for eligible policyhold- 
ers, its research, its health and safety litera- 
ture and advertising, Metropolitan again 
contributed to the task of bringing better 
health to America. The death rate of Met- 
ropolitan policyholders as a whole con- 
tinued to be low, and mortality among 
Industrial policyholders was approxi- 
mately the same as the 1939 figure, a rec- 
ord low for this group. 

Metropolitan is a mutual life insurance 
company. This means that the assets of the 
Company are held for policyholders and 
their beneficiaries. The value of these as- 
sets will ultimately be paid out for their 
benefit ... and for them only. 


Business Report for the year ending December 31, 1940. (In accordance with the Annual Statement filed with the New York State Insurance Department.) 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


National Government Securities 
U. S. Government 
Canadian Government 


Other Bonds 


U. S. State & Municipal 
Canadian Provincial & 


"$1,063,435,444.96 
84,167,875.97 


" 98,597,960.88 


$1,147,603,320.93 


1,947,840,273.51 


Municipal . . 104,071,903.62 
Railroad. : 556,382,872.40 Contracts . . . 
Public Utilities 709,433,300.58 Held for Claims 


Industrial & Miscellansous . 


Stocks. 
All but $47, 952. 13 are Preferred o or Guarentecd. 


First Mortgage Loans on Real Estate 
Farms . . os : 
Other property 


Loans on Policies . 
Real Estate Owned 


Includes real estate for Company use, ‘end noting 


projects. 
Cash... pals aks 
Premiums hiniine and Deferred 
Interest Due and Accrued, etc. 


TOTAL oe ie 


NOTE-—Assets carried at $238,267 


479,354,236.03 


82,104,425.08 
855,122,018.39 


86,359,622.68 


937,226,443.47 


advance, etc. 


Miscellaneous Liabilities 
‘ Liabilities not included above, euch | as ‘taxes due or 


504,549,131.45 
430,945,055.68 accrued. 
Special Funds 
Surplus 


150,740,516.25 
90,232,179.03 
62,295,093.32 


$5,357,791,636.32 TOTAL 


Policy Reserves required by law 
Amount which, with interest and estate premiums, 
will assure payment of policy claims. 


Dividends to Policyholders . . 
Set aside for payment during the year 1941. 


Reserve for Future apeee on eecumiaaaned 


TOTAL OBLIGATIONS 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


$4,665,558,926.00 


112,417,253.00 


139,378,189.86 
23,183,629.31 


Including claims awaiting completion of proof ond 
estimated amount of unreported claims. 
Other Policy Obligations 
Including reserves for Accident and Health ineurence, 
dividends left with Company, premiums paid in 


44,729,420.90 


32,284,133.01 


$5 017, 551, 552.08 
16,370,000.00 
323,870,084.24 


This serves as a neitnin wry safety, a Redshine againet 
contingencies which cannot be foreseen. 


$5,357, 791 636. 32 


,054.59 in the above statement are deposited with various public officials under require- 


ments of law or regulatory authority. Canadian business embraced in this statement is reported on basis of par of exchange. 


Metropolitan Life Insurance Company 


FREDERICK H. ECKER, Chairman of the Board 


(A MUTUAL COMPANY) 
1 Madison Avenue, New York, N. Y. 


Leroy A. LINCOLN, President 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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The Trend of Events 


AID TO BRITAIN ... The lend-lease bill is law and it 
will be implemented speedily by the additional $7,000,- 
000,000 appropriation asked by the President. Thus we 
take another long step forward in our aid to Britain 
policy. The die is cast. Our objectives are to keep the 
hostilities out of this hemisphere, to gain time to build 
up our defenses, to win a war without fighting it. The 
policy involves grave risk. Any policy would involve 
grave risk. In this publication’s view, a hands-off isola- 
tionism would be riskiest of all. 

It is high time, however, to get right down to brass 
tacks and look the realities in the face. The most perti- 
nent reality is this: the more promptly effective we make 
our aid to Britain, the more we will limit our risk; the 
more we temporize, the more we will increase our risk. 

The $7,000,000,000 appropriation is a thing of paper. 
Our armament plants are already choked with orders. 
Additional orders and new plant construction may 
influence the course of the war in 1943—if it is still 
going on then. But Britain’s supreme test undoubtedly 
will come within a matter of months. Therefore we shall 
have to divert to Britain the maximum feasible total of 
existing war equipment and supplies; and we shall have 
to do our utmost to speed current production, especially 
of light naval craft, cargo ships and bombing planes. 


Time is the essence—and the time has come to demand 
that defense labor work for the next three to six months 
up to the limit of human endurance. Getting more work 
done now is of crucial importance. The cost of it is not. 
Neither union bickerings nor the reluctance of manu- 
facturers to pay overtime wages can be permitted to stand 
in the way. Wake up, Labor! Wake up. Industry! 
Wake up Washington! Wake up, America! 





THE CAMEL'S NOSE... The case of the S EC is merely 
another example of the familiar tendency of bureau- 
cratic agencies to forget the chief reason why they were 
created and to seek ever broader powers of control. 

If we are not mistaken, Congress wrote the enabling 
legislation to protect the investing public against various 
former abuses. To carry out the intent of the laws, it 
gave the SE C broad regulatory powers over the security 
markets and over corporate financing. Since the prob- 
lem is highly complex, quite rightly Congress left the 
administrative agency considerable leeway for discretion. 

But did Congress intend for the SEC to make itself 
a kind of super-planning agency? Recently there have 
emerged from S E C sources the following: (1) an attack 
on life insurance company investment policies and a hint 
of Federal regulation, presumably by the SEC; (2) a 
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suggestion that equity financing be encouraged by end- 
ing or reducing the tax allowance for bond interest paid 
or by making some tax allowance for new equity capital; 
and (3) a warning that the SEC will frown on new 
capital financing by non-defense enterprises. 

We are not here concerned with the merits of the pro- 
posals, but with the tenacious vigor with which the 
agency seeks ever to broaden its field of interest and 
endeavor. This, of course, is nothing new. The Inter- 
state Commerce Commission was set up many years ago 
to regulate railroads for protection of the public at a 
time when the carriers had a transport monopoly. Now 
that the railroads no longer have a monopoly, the Com- 
mission paternalistically tells them what rates to charge 
not with respect to the public interest but to their own 
interest! It has taken it upon itself to become a trans- 
port manager, as well as regulator. 

We don’t know how this insistent, piecemeal aggran- 
dizement of bureaucratic power can be curbed. But if 
the Federal agencies have their way the time will 
eventually come when virtually all of our affairs are not 
only regulated but managed and supervised by the all- 
highest know-it-alls on the Federal payroll. 


THE RIGHT TO WORK ... The wife of the President 
is—among an amazingly long list of activities—a syndi- 
cated newspaper columnist. Not infrequently her pub- 
licly expressed views give a clue to the direction of 
Administration thinking. Recently a column of hers 
voiced some exceedingly interesting opinions on the sub- 
ject of labor unions. 

Mrs. Roosevelt believes in unions, believes every per- 
son has a right to join a union on free choice, acknowl- 
edges that in some instances there have been abuses in 
the labor movement and believes such abuses should be 
fought. But the most significant thing she said was this: 
“T do not believe that every man and woman should be 
forced to join a union.” 

Now as a matter of circumstance, many of us are 
under no compulsion to join any union. But as a matter 
of both circumstance and law, it so happens that large 
numbers of men and women are forced to join unions or 
forego employment. That’s the way the closed shop 
union works. It’s legal, and the spread of the closed 
shop has been aided and abetted by the Roosevelt 
Administration. 

The basic question is not whether every person should 
be forced to join a union but whether any person should 
be forced to join a union. It is not an easy question. 
To permit individuals to get the benefits that unions 
have gained for their members without joining the union 
would, of course, greatly weaken the union movement. 
But if the Government permits or assists the compulsory 
enrollment of union members, it obviously follows that 
sooner or later the Government must get around to pro- 
tecting both the union members and the public from 
abuses—actual or potential—on the part of union offi- 
cials. Probably that is the way in which we are headed. 


GERMANY'S GOLD .. . The leading exponent of the 
barter system and severest critic of gold utility—Nazi 
Germany—now is backwatering so fast that the bow of 
its financial boat should be its stern and vice versa. 
Like the big-time crook who turns out to be just an old 
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conservative when he has built himself a little pile, the 
Nazi organization in its deeds—though not yet admitting 
it in its propaganda—seems to be feeling that after all 
maybe gold is an asset. This feeling must exist—not 
despite the fact that the United States has almost three- 
quarters of the world’s above-ground gold, but because 
the United States has it. As so integral a part of the 
financial United States, gold will remain valuable because 
the dollar will remain valuable. 

Certainly, the Nazi raiders had some reason for 
their exceptional speed in grabbing all available gold in 
conquered lands; inclusive of considerable amounts of 
gold imported from Russia and snatched in occupied 
countries, the German Government probably has more 
gold today than any other country, excepting the United 
States and possibly Russia. 

It becomes evident that German and Italian spokes- 
men have minimized the future monetary role of gold 
because they have assumed that the world post-war 
trade might be conducted through clearing and com- 
pensation adjustments, a policy widely pushed by Ger- 
many before the war. Nevertheless, in many cases, these 
turned out (strangely?) to the strong disadvantage of 
the second contracting party, who was left at the post 
with a disturbing accumulation of frozen reichsmark 
balances. For those countries not in the shadow of 
German dictation, the Nazis know they had better have 
some gold for settling balances. 


BRITAIN'S WAR "SAVINGS" . . . In its gigantic prob- 
lem of financing the war, Britain faces the delicate situa- 
tion of meeting its requirements with the least damage 
to the country’s general capacity and to the will of the 
people to make the maximum effort for victory. And 
problem indeed it is, for Britain now is spending at an 
estimated rate of $16,000,000,000 yearly. Taxes probably 
furnish no more than about $6,000,000,000. So-called 
English national voluntary “savings” cover about an- 
other $6,000,000,000, but even this still leaves a $4,000,- 
000,000 residue, a figure which is magnified relatively 
when considered in the light of the British population 
being only about one-third of ours and with national 
resources far under ours. 

Significantly, and as might be expected in a democ- 
racy, the voluntary savings idea has been effective under 
the leadership of Lord Kindersley. Savings now are 
running about $25,000,000 a day, which is gratifying, 
but, of course, not fully the answer, particularly when 
viewed from the perspective of the estimated jump in 
expenditures to $20,000,000,000 and in the deficit to 
$9,000,000,000 in 1941-42. Compulsory savings are a log- 
ical outgrowth and may be instituted, but, interestingly, 
the Government is extremely reluctant to raise taxes 
additionally on the ground that there is a natural limit 
in any particular period beyond which higher taxes might 
cause great difficulties and dissatisfaction. 

Thus, the thought is to increase taxes no more in the 
next budget than will keep pace with the larger outlays. 
The prevailing consideration is that even though the 
worker should not retain the full extras of his labors 
during the war he is more likely to be satisfied with a 
postponement of the reward by saving—whether it be 
compulsory or voluntary—than by “confiscation” 
through heavy taxes. 
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As J Soo Jt! 


BY CHARLES BENEDICT 


THE ILLUSION OF NATIONALISM 


Te European “pure” race theory is based entirely on a 
false premise, for war-torn Europe has been as great a 
melting pot of peoples as the United States. 

Centuries of war have mixed the bloods of many peo- 
ples in every land, not only as a result of the invading 
armies but because of the thousands that were carried 
away by the conquerors to serve as slaves in foreign 
lands. Just as the great shifts in population Hitler is 
forcing currently will carry Frenchmen, Belgians, Poles, 
Czechs—among others—to Africa and Asia to produce 
a new mixture. In Italy today the energetic and fair- 
haired people of her industrial north are said to be des- 
cendants of the Anglo-Saxons and Teutons who settled 
there after the Crusades. 

Napoleon continued this process on a vast scale. Most 
modern day French are a mixture of Italian, Spanish and 
German peoples to name only a few. And the same kind 
of blood mixtures are found in Germany as a result of the 
Tartar, Slav, French and Scandinavian invasions. with a 
good sprinkling of Latin arising from German conquests. 

The Austrian Empire was an 
Imperialism which sought to 
unite into a political and eco- 
nomic entity many smaller 
states including Hungarians, 
Serbs, Croats, Slavs, Teutons 
and Latins who, while they min- 
gled and intermarried, retained 
their racial entity due to the in- 
justices of the master race, 
which was mild compared to 
what the Nazis intend to per- 
petrate. 

The situation maintained un- 
til President Wilson began to 
change the map of Europe. He 
believed he could bring peace 
by setting up these various na- 
tionalities as independent enti- 
ties so that the ambitious leaders 
in the apparently irreconcilable 
minorities in the various coun- 
tries would no longer be the 
disturbing factor in Balkan pol- 
ities. 

The result was an intensified 
nationalism with the inevitable 
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The Swiss have three main racial backgrounds, speak three languages—but like the 
people of our American melting pot they prove to the world that racial origin has little or 
nothing to do with political and economic harmony. Above, outlook over Lausanne, a 


retaliation for all grievances by those who had gained 
power against those who had lost it. Resentments 
mounted—fanned by agitators for personal gain. 

The Nazis bent these circumstances to their will and 
for their own purposes. As we see, to disaster for all of 
these racial contestants. 

The people of Europe have for centuries been a foot- 
ball of this same kind of power politics. This accounts 
for the poverty and the great class distinctions. Social 
and economic justice have been sadly lacking so that 
these suppressed people have come to accept cynically 
the superiority of their master’s race. They know as 
well as we do that no race is “pure,” that no race is 
“superior,” that differences lie in the individual alone— 
but circumstances forced them to accept an inferior 
status. 

What Europeans need is not more racialism, but less 
racialism. They need a workable economic arrangement 
that will make it possible to rebuild battered old Europe 
into a land that can support (Please turn to page 736) 
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Spring Outlook for Security Prices 


The current war news is more hopeful but the domestic 


profit outlook is 


increasingly uncertain. 


Although 


further rally seems probable, we think this is not the 


time to expand investment or trading commitments. 


BY A. T. 


O: balance the market’s current performance is slightly 
on the favorable side—and we mean slightly. 

Over the past week it advanced in three sessions for 

_ total of 3.01 points in the Dow-Jones industrial average; 
declined in three sessions for a total of 1.08 points, net 
gain thus being 1.93 points. 
Passage of the lend-lease bill, plus a background of 
rising commodity prices and some wishful speculative 
thinking on “inflation,” brought on Monday, March 10, 
the nearest thing to a bullish sensation that we had seen 
in some time. That is, sensational according to recent 
drab standards. Volume spurted above 600,000 shares 
and the industrial average advanced 2.17 points, which 
was more than gain for the week preved to be. 
After that exhausting effort the market slipped back 
into the doldrums until last Saturday, when speculative 
courage revived enough to have another try at recent 
top resistance levels. As this is written, further frac- 
tional gains are -being recorded and the market is nib- 
bling away at the 124 level, Dow-Jones. 
Penetration of the 124 level would strengthen trading 
hopes for eventual extension of the rally to the vicinity 
of 128. There is nothing in the performance as yet to 
alter our previously expressed view that such a rally is 
quite possible or our skepticism that it will be worth fol- 
lowing by intermediate or longer term buyers. 
Behind the sluggish movement of the averages it con- 
tinues to be a highly mixed market. It may possibly be 
of hopeful significance that a fair number of equities of 
investment quality have been reflecting better demand. 
- Such issues often have preceded the main body of stocks 
in making tops and bottoms. Stocks of this type recording 
sizeable net gains over past week included American Can, 
American Telephone, Allied Chemical, Coca Cola, du 
Pont, Eastman Kodak, Johns-Manville, Norfolk & West- 
ern, J. C. Penney, Procter & Gamble and Union Carbide. 

On the other hand, despite moderate rise in the aver- 
ages, more common stocks made new lows for the year 
during the six sessions ended last Saturday than made 
new highs. Issues at new lows included Alpha Portland 
Cement, Bon Ami, Briggs & Stratton, Harbison Walker, 
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Ingersoll Rand, St. Joseph Lead, Sun Oil. Vick Chemical, 
Beech Nut Packing, Liggett & Myers “B,” Lorillard, 
United Biscuit, Wrigley, Addressograph, American Snuff, 
Cleveland Graphite Bronze, Southern California Edison, 
U. S. Tobacco, International Shoe, J. J. Newberry, Pub- 
lic Service of New Jersey, Reynolds Tobacco, Victor 
Chemical, American Brake Shoe, Pacific Lighting, Co- 
lumbian Carbon, Libbey-Owens-Ford Glass. 

A majority of these—but not by any means all—are 
“stable earnings” issue of the type which have something 
to lose in the increasingly rapid transition to a war 
economy and little or nothing to gain. 

Stocks recently making new highs for the year in- 
cluded most all the sugar issues and such individual ex- 
amples as American Machine & Metals, Bath Iron 
Works, Bayuk Cigar, Climax Molybdenum, Interstate 
Department Stores, Intertype, Remington Rand, Na- 
tional Cash Register, Bigelow Sanford, Chicago Pneu- 
matic Tool; Loft, Vulcan Detinning, Ruberoid, Interna- 
tional Nickel and New York Shipbuilding. This is a 
curious mixture and, with few exceptions, not inspiring 
as to either investment or speculative sex appeal. 

Although we recognize that the trend of commodity 
prices is upward, we can not interpret this as signifying 
a type or degree of inflation which is dynamically bullish 
for the stock market—certainly not at present. Thus far 
the strength is most pronounced in import commodities, 
reflecting shortages of ships. With the possible excep- 
tion of shipping companies which are getting the benefit 
of higher freight rates, more costly imports will not tend 
to increase business profits. Rising prices will be fought 
all the way by the Administration, and if present meth- 
ods prove inadequate sterner measures will be applied— 
with outright price-fixing an ultimate possibility. 

It will take considerably more inflation than is in 
sight to offset the profit-deflation threatened by the next 
Federal tax legislation. How stiff the increase will be is 
highly conjectural. It may or may not have been dis- 
counted by the market. But it may be worth noting 
that during the past week tax talk at Washington has 
covered a range of proposals considerably more formid- 
able to the stockholder than previously. 
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And whereas during most of the winter the market’s 
fears and uncertainties seemed to center chiefly on spring 
war contingencies in Europe, domestic contingencies re- 
cently have been becoming steadily more influential on 
the restraining side. 

Whatever the precise reasons, our technical measures 
show only a very modest and cautious improvement in 
total buying demand in the market, but with this change 
accompanied by a somewhat more pronounced shrinkage 
in liquidating pressure. It remains to be seen whether 
these patterns will continue, with buyers gradually be- 
coming bolder. 

The war news, as we see it, is more hopeful than any- 
one would have anticipated a few weeks ago. Hitler no 


longer has the entire initiative. The British also are on 
the aggressive in the air and in the Balkans. They are 
a long way from winning the war, but so is Hitler. He 


did not want war in the Balkans. If it comes and even 
if he wins, it will represent unplanned difficulty and de- 
lay for the Germans and disruption of Balkan supplies 
upon which they are importantly dependent. Such an 
adventure would delay decision in the main war, giving 
American aid to Britain more time in which to become 
effective. 


We don’t think this is an appropriate time to expand 
investment or trading commitments. 


—Monday, March 17. 
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Variations in Second Quarter 


Industrial Prospect 





BY PETER B. B. ANDREWS 


1935-39-100 


Sixce the beginning of 1941 exceptionally large 
expansion in business activity has been retarded 
by the shortage of labor and machinery in some 
lines—though certainly not by the volume of 
orders on hand. Even so, taking a cross-sectional 
measurement of all industry, business activity in 
the first two months of the year exceeded that 
of the similar months of 1940 by approximately 
15%; moreover, for the first quarter it very 
likely will show a sum-total rise above this 
percentage. 

Industry now is moving with rapidity from 
the tooling stage of the defense program into 
production. Manufacturers’ gross shipments in 
each of the past two months established con- 
secutive records, with gains running up to more 
than 100% in some of the armament lines. 
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Momentum of defense expenditures is rising; 
armament contracts, meanwhile, honeycomb the 
entire American economic system. To date, total appro- 
priations and contract authorizations exceed $18,000,- 
000,000. Appropriations now under consideration for 
the 1942 budget will advance this total to about 
$29,000,000,000, and prospective assistance to Britain 
would swell it still further. 

Obviously,.a business boom of unprecedented propor- 
tions is taking shape. This is no news to any American 
business man or investor. Rather, the important ques- 
tion for them is, “How will the individual industries be 
affected?” Priorities, price controls, taxes, changing cost 
factors, the impact of substitutes, speculative inventory 
accumulation—all will have varying effect on the indi- 
vidual industry; very few, in fact, are likely to be affected 
in the same way or to the same extent. 

Already, rationing priorities have been established by 
the Federal Administration in the machine tool and 
aircraft industries; metals, too, are rapidly coming under 
its jurisdiction, with zinc, aluminum, magnesium, tin, 
nickel and chromium now Government-managed. Plastics 
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usage for metal and other replacements is being urged 
and is fast materializing, with revolutionary, and in 
many cases permanent, changes likely to be effected. 
Price controls and potential controls are the rule in 
several lines. 

With the foregoing in mind, we endeavor in the follow- 
ing individual analyses to forecast the volume and 
earnings trend of leading industries in the coming quar- 
ter, as well as for the longer future as far as it may 
reasonably be judged on the basis of official information 
and statistical research. In each instance, our conclusion 
rests on the vital basic assumption that the war will 
continue more or less in its current status; i.e., neither a 
British nor German defeat for the time being. 


Steel 
Owing to the findings of the Gano Dunn survey, the 
recent intense pressure for forward coverage of steel 


requirements is likely to lessen. The report showed ample 
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steel capacity to fill all American and British needs— 
in fact, an excess of 10,000,000 tons over all 1941 esti- 
mated usage. Based on eliminating the current iron and 
coke bottlenecks, the present 87,576,099-ton capacity of 
the industry could be raised to 91,124,718 tons as addi- 
tional facilities now under way are completed. Priorities 
for the steel industry (excluding tungsten steels, stain- 
less and related products) thus are not imminent; the 
trade now, in fact, is turning its attention to prices and 
raw materials. The former question ties in with the 
apparent inevitability of higher wages soon. In this 
respect, the Bethlehem steel workers have been request- 
ing a 25% wage rise—made purposely high, of course, 
for bargaining reasons. Now under consideration, too, is 
the coal mine operators and union contract, which will 
have a bearing on raw material prices. With costs and 
the tax trend rising and prices relatively capped, the 
near term prospect indicates narrower profit margins, 
but still larger net income than in the similar months 
of 1940. 


Building 


Construction prospects for this spring are unusually 
bright, reflecting the need of speed in defense plant and 
housing accommodations and the huge carryover of un- 
filled contracts from last year. Huge additional defense 


- construction has been placed under contract since the 


first of the year, while advancing national income and 
greater industrial activity may be expected to stimulate 
the demand for private construction, both residential 
and non-residential. Though cost trends are unfavorable, 
the outlook definitely points to increased activity, even 
in the private residential construction field, over last 
year. Bureau of Labor Statistics’ figures show that work 
was started on about 545,000 new dwelling units in non- 
farm areas last year, an increase of 17% over the 1939 
total. The 1940 figures set a 12-year record and exceeded 
the 1929 total by almost 10%. Second quarter profits 
this year are likely to be larger than in 1940, in spite of 
the much higher costs of operation. 


Machine Tools 


This industry has the full-speed-ahead signal for the 
spring. Reflecting the basic importance of this industry 
for armament, in fact, the Federal Government late 
last month took control of all future deliveries of 
machine tools. Mandatory priorities simply mean that 
more output of the industry, which is glutted with 
record-breaking orders, will go for defense-program 
activity. This may, on a minor scale, have the effect of 
reducing profit margins, since a greater portion of sales 
will be for Government and Government-related work. 
It also is likely to have the effect of strongly capping 
prices, which, considered along with the fact that the 
industry is close to permanent-peak production, may 
mean that an earnings ceiling is at hand. Earnings, 
nevertheless, are likely to be excellent—substantially 
better than in the spring of 1940. For the full year 1941, 
volume is expected to exceed the $400,000,000 sales of 
1940 by at least 30%. New excess-profits-tax proposals 
which would favor growth companies would aid several 
corporations in this field. 
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Aviation 


Inundated with British and domestic orders, this 
industry is gradually overcoming the aircraft-engine 
bottleneck. Strongly favored by priorities, aircraft- 
engine production is expected to attain a spring level 
which would enable producing 2,000 planes monthly. 
Engine exports to Britain, however, may not permit this 
actual production here until some time in the third 
quarter. January output aggregated 1,020 training and 
combat planes. Handling of British business through 
our Government would, of course, cut profit margin, 
since existing domestic restrictions very likely would be 
applied; in spite of the certainty of shrunken profit 
margin, however, sharp rise in deliveries indicates higher 
earnings for the second quarter. 

Air lines face a good spring and full year, despite 
increasing accidents, shortage of pilots and restrictions 
as to new equipment. Reflecting higher public income 
and greater business activity, fuller loads are likely to be 
carried on existing equipment, with consequent benefits 
to profit margin. Currently, the industry has special 
exemptions from the excess profits tax. 


Non-Ferrous Metals 


Aside from the recent establishment of rationing 
priorities by the Administration in zinc, aluminum, 
magnesium, nickel and chromium, the most important 
materializing influence in this general industry is the use 
of plastics for metal replacements. These will replace 
strategic metals largely, of course, but the effect will not 
be adverse on such metals for the near term, because of 
the current shortages. Ultimately, however, plastics may 
have such a foothold that they will be difficult to replace. 
Copper and lead futures recently have been strong, but 
it is doubtful if the Government will allow much, if any, 
increase in prices of these commodities. Meanwhile, 
all divisions of this grouping are likely to operate at 
-apacity this spring, pointing to a rise in earnings over 
the 1940 level. The outlook for gold and silver mining 
companies continues comparatively unpromising, in 
view of the likelihood of a constant selling price 
(for gold at least), against enlarged labor and equip- 
ment costs and increased taxes. 





Industries at Current Capacity 
(And Now Expanding) 


Aircraft Mfg. Newsprint 


Building Materials Non-Ferrous Metals 


Chemicals Plastics 

Diesel Engines Rayon 

Elec. Equipment ' 
Shipbuilding 

Machine Tools 

Machinery (Industrial) Trailers 

Metal Fabricating Trucks 
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Courtesy Freeport Sulphur. 


Molten Sulphur as it is pumped through Field Relay station 
where the input is recorded. 


Chemicals 


The chemical industry is booming in all departments 
(particularly in the plastics division), with a record 
spring and record year definitely in prospect. This comes 
on top of the regular long term growth which the indus- 
try has been experiencing, and with no great impetus, 
as yet, from munitions. The strong, nation-wide swing 
to synthetics in numerous industries will be a broad 
stimulus to the industry. Higher operating costs, taxes 
and likely price controls will keep down profit margins, 
but there are many so-called growth companies in this 
industry which will be helped by forthcoming excess- 
profits-tax changes, and larger earnings appear definitely 
in sight. 


Shipbuilding and Shipping 


Ship construction is one of the “express-train” indus- 
tries; signals are all green and priority favors permeate 
the trade. Unfilled orders cover several years of opera- 
tions and a major expansion program is under way. The 
Navy recently announced new expansion commitments, 
and plans more to round out an $800,000,000 expendi- 
ture for ship and ordnance plant enlargements. Second- 
quarter deliveries in this industry are likely to be so 
stepped up over those of the similar period of 1940 that 
profits will be substantially greater, even though taxes 
and operating costs will be higher. For the shipping 
industry, exceptionally high levels are indicated. De- 
mands of defense on shipping have been growing, and 
this month the industry came under voluntary priorities. 
Rate increases on the major trade routes are a strong 
possibility, pointing to rising earnings this spring. Ship- 
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ping on the Great Lakes may reach new records, consid- 
ering large ore demand. 


Equipments 


In this grouping, we include railroad equipment, 
electrical equipment, agricultural equipment and office 
equipment. Railroad equipment companies are anticipat- 
ing the best spring in sixteen years, or longer. January 
orders were the largest for this month since 1925, with 
the trend becoming intensified, if anything. Armament 
orders, too, are piling up in the industry; in some cases 
they are larger than placements by the railroads. Earn- 
ings outlook for the second quarter is good, with profit 
margins likely to be helped in some instances under the 
new excess profits tax law amendments. The electrical 
equipment industry is one of those which has had to 
train labor, an expense considered recoverable only over 
a substantial period of time. Upward trend in business 
is so strong, however, as to make likely an earnings 
advance despite lack of priorities (except, possibly, in 
the marine equipment division) and materially higher 
expenses. As in railroad equipment, some companies in 
this industry will be helped by tax changes. In spite 
of a sharp drop in exports, the farm equipment indus- 
try’s total volume is running ahead of last year. No par- 
ticularly outstanding benefits as yet have accrued from 
the armament program, however, and gains are likely to 
be smaller than in railroad equipment, for example. Of- 
fice equipment companies are, of course, not favored by 
priorities and also have lost export trade. Their gains 
will not be large. 


Autos and Accessories 


Automobile stocks have reached record-breaking totals 
of more than 600,000 units, but manufacturers are aim- 
ing at high operating levels throughout the second quar- 
ter, in anticipation of interference from the defense 
program. Spring production schedules have been 
stepped up, with the thought of attaining a 3,000,000- 
unit production for the first half. Current retail sales 
are exceptionally high (running about 30% over 1940), 
but much of this buying is considered to be based on 





Courtesy Chrysler Corp. 


Machining Crankshafts. 
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fear of shortages and higher prices as the armament pro- 
gram gets further along. Thus, while the second quarter 
outlook is excellent for both volume and earnings, the 
longer future prospect, both for auto companies and 
accessory organizations, is less promising because of 
defense program encroachment on these industries. 
Armament contracts are enormous, however, and fair 
profits may be expected to accrue from these. 


Oil 


Statistically, the oil picture continues drab, though 
there are a number of encouraging factors in the pros- 
pect. Principal consideration is the expected improve- 
ment in gasoline sales, expected to run 8% or more over 
1940—up to a new record. And, then, the gasoline 
inventory trend has been favorable; at one time in 1940 
inventories were 11,000,000 barrels over those of the pre- 
ceding year, but now they are under those of 12 months 
preceding. Motor fuel prices, at least, may rise from 
their extremely low base, with consequent favorable 
effect on profit. This, however, may not be impressive, 
compared to the good second quarter of 1940. 


Railroads 


Railway earnings to date this year were the best since 
1929—a creditable showing, considering competitive in- 
roads since then and the favorable results of the 1936-37 
period. With the defense program likely to keep indus- 
trial activity at a high level in the second quarter, this 
spring will be one of the best the railroads have ever 
experienced. Looking further ahead, however, it is likely 
that profit margins will be cut sharply by higher labor 
costs, as may be importantly brought about by paid 
vacations. Nevertheless, the railroads have no worries 
as to priorities, price controls and other factors disturb- 
ing some industrial companies, and they are strongly 
situated as to excess profits taxes, in view of their large 
invested capital base; accordingly, the entire 1941 out- 
look is comparatively good. 


Utilities 


The most regulated non-defense industry, utilities are 
in a rather tight spot, since their rates are more or less 
inflexible and costs are rising. On the other hand, the 
utilities are finding in current high taxes a basis for 
resisting further rate cuts, while the industry continues 
to grow as more and more outlets for electric use are 
developed. All factors considered, the second quarter 
outlook indicates earnings about the same as in the cor- 
responding period of 1940—a little more in some cases 
and a little less in others. There has been some recent 
improvement in demand for utility common stocks, on 
the basis of SEC Commissioner Pike’s suggestion that 
insurance companies buy utility common stocks, but 
such procedure probably will not become a reality. 


Foods 
This industry is in a minor way, at least, in the same 
situation as the utilities, though its retail price base is 


more flexible. For the staple lines, such as milk and 
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Westtueleese Photo 
Assembling the armature of a huge generator. 


bread, there has been no particular change in demand 
from that of last year, but the luxury and semi-luxury 
lines, such as ice cream, fine cheese and pastry, have 
experienced substantial betterment. Since the leading 
companies in the food industry are pretty well diversified 
as to staple and luxury lines, the over-all result in the 
second quarter may be a minor earnings rise. 


Retail Trade 


With national income now believed to be approxi- 
mately at the 1929 rate and retail prices materially below 
those of 1929. the volume of goods and the amount of 
services which can be purchased with the same funds 
now are materially above those of 1929. Current heavy 
buying of merchandise by retail stores points to a big 
Easter season and probably record-breaking business 
this spring. Higher labor costs, taxes and general operat- 
ing costs will keep profit margin down, though total 
earnings for the second quarter will run substantially 
over those of the similar period of 1940. 


Amusements 


In spite of the likely decline in income from foreign 
sources, the second quarter of this year is likely to show 
improvement over that of 1940. This expectation is 
based on reports of improved picture quality this year 
(a highly important factor), and the exceptionally high 
national public income. Labor, materials and general 
operating costs will, of course, be higher, which, along 
with the consideration that taxes likewise will be sub- 
stantially greater, points to a comparatively small gain 
in net income by the industry as a whole, for the quarter 
ahead and for the year. (Please turn to page 7338) 
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Charles Phelps Cushing Photo 


Our New Economic Set-Up 


Under War Monopoly 


= of the lend-lease bill puts the Sr Ss. 2.7. it gives him are powers to give to any coun- 
United States definitely on a war economy. try he sees fit any article useful in waging 
As the arsenal of democracy, business must war, on whatever terms he sees fit, and to 
be as much on a war footing as though this order other articles produced to dispose of 


country were actually a belligerent. As rapidly as pos- in the same way. The new law gives him no specific con- 
sible the Administration will drive home the fact that trols over the individual or business, but since all the 
all business activities must be fitted into the program of new and replacement orders are considered to be U. S. 
producing more and more armaments faster and faster. Government defense orders the President can use virtu- 
The rapid chain of announcements and actions which ally all war-time powers to see that the contracts are 
started ten minutes after the President signed the bill filled speedily. The business controls which have been 
will continue in bewildering succession. For weeks the inaugurated under our own defense program, such as 
Administration has been champing at the bit, impatient _ priority orders, will be increased and expanded, and ex- 
at the slow speed of the defense program and the slow- pressed and implied powers of the whole executive 
ness with which the country has been waking up to the branch of the Government, which have heretofore been 
fact that it cannot continue business as usual. Now the more or less latent, will be brought into play. 
policy is all-out defense, which means economic war. 


From the standpoint of the effect on business it makes No Half-Way Measures 

little difference whether or not the armed forces of the 

United States actually engage in fighting, for business Dictatorship is usually associated with suppression of 
will be under war-time controls as long as war rages in _ personal freedoms, but we are not headed for that. What 
Europe, Africa or Asia. we are in for is a marshalling of all economic and finan- 


War has a monopoly on the United States, and is cial resources to win the war. (The official title is still 
bringing a new economic set-up. How many of the “defense” but the word “war” is being used more and 
changes will carry over into the post-emergency period, more openly.) That there will be no half-way measures 
whenever that may be, no one can tell, but we are fac- is indicated by the President’s immediate request for an 
ing an economic and financial dictatorship for the appropriation of seven billion dollars for “defense ar- 
duration. ticles.” A “defense article” is anything useful in war. 

The lend-lease bill was criticized as giving the Presi- and our entire economy must be readjusted to produce 
dent greater powers than any President ever had. This this much stuff. The Government has first call on every 
is very true in some respects, but in itself it does not production facility in the country, which is the basis for 
make the President an economic dictator. The powers the statement that we face an economic dictatorship. 
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Investors as well as business management will feel the 
coming controls. Through many devices the country’s 
savings will be channeled into the defense effort. Taxa- 
tion will take a lot of it, much more next year than this, 
and taxation will curtail individual spending for con- 
sumer goods. Government borrowing will take a lot 
more, and every device of propaganda will be used this 
spring and hereafter to induce savers of all degree to 
put their funds into Government bonds instead of spend- 
ing or investing otherwise. The savings and new borrow- 
ings of corporations will be used to build new arma- 
ment plants. 

But even this is not enough, and the Administration 
is clamping down on the use of “free” investment funds. 
The theory of the Securities and Exchange Commission 
is that it does not pass on the wisdom of the security 
issues registered with it but only on 
the truth or falsity of the statements 
made to investors. But under total 
defense it has discovered that funds 
are being raised for non-defense pur- 
poses which might attract labor and 
materials from defense production 
and that therefore potential inves- 
tors must be told that the funds 
probably cannot be spent as in- 
tended. The argument runs: since 
defense industries have first call on 
labor and materials, new non-de- 
fense industries, particularly those 
involving new construction, prob- 
ably will not be able to launch new 
programs; therefore the registration 
statement must disclose the fact that 
the project probably cannot be car- 
ried out and that the prospective 
investor cannot expect a return for 
an indefinite period. This policy, al- 
ready in effect, is frankly designed 
to discourage financing of new busi- 
ness projects which do not contrib- 
ute to defense or which might compete with defense. 

This is a new sort of financial control, this SEC re- 
quirement for disclosure of information as to the eco- 
nomic effects of a proposed security issue, but it embod- 
ies an idea which many New Dealers expressed several 
years ago. Early in the depression there was much talk 
that investment should be guided by Government to 
prevent over-expansion of production facilities in some 
lines. The SEC might not be able to exercise this sort 
of economic planning after the emergency without new 
law, but power of this sort is not easily relinquished and 
the country may come to accept it. 

The priorities system must be greatly extended to 
make all industry function as an efficient arsenal. Until 
recently priorities were thought of as a last resort, to be 
used sparingly and reluctantly. The new war orders have 
changed this concept, and soon priorities will operate to 
ration materials and equipment for non-defense uses in- 
stead of merely to channel materials into a few tight 
spots. From a military and production standpoint the 
new planning and priorities mean that the President and 
his executive staff will determine whether destroyers are 
built ahead of battleships, or airplanes ahead of tanks, 
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Bernard M. Baruch, head of the War In- 
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dustries Board in World War I. 
dent frequently seeks his advice. Whether 
it will be followed remains to be seen. 


but from a general business standpoint they mean that 
the consumer goods industries will be left with scant 
materials and facilities for production. There is no 
thought that consumers will lack necessities or that the 
general standard of living will be reduced, but new mod- 
els and new products are practically out of the question 
and substitutes for essential materials will have to be 
found if the output of many goods now on the market 
is to be continued. 

Price controls naturally follow. The law of supply and 
demand cannot be allowed to operate when artificial 
scarcities are created by the armament program, so the 
Government will take whatever steps are necessary to 
keep prices at levels it considers reasonable. This may 
be done through publicity, pressure, and the power of 
Government buying rather than through specific legis- 
lation, but the effect will be the 
same regardless of the mechanism, 
and here again the Federal Govern- 
ment, not the President individually, 
becomes an economic and financial 
dictator. 

Labor will be the last element of 
our economy to feel dictation, but 
if absolutely necessary it will be 
regimented at least to the extent 
that it was during the last war. By 
some means or other a way will be 
found to reduce strikes. Many in 
the Administration feel that wages 
should not go up except in the low- 
est-paid occupations. Policy on this 
point will be determined by the out- 
come of current steel and bitumi- 
nous coal wage negotiations, for the 
Administration probably will have 
to take a hand in both of these. 

Every shop and factory which can 
be converted to the purpose will be 
put to work making some defense 
article. No resistance is anticipated, 
but should there be any the Government can place a 
compulsory order, and if this is not filled it can confis- 
cate the plant and operate it itself. Excuses could be 
found for taking over many plants under this authority, 
but this is not the policy. The Government is financing 
and will own many factories when the emergency is over, 
but for the most part these will be designed solely to 
produce arms and will hardly be an incentive or step- 
ping-stone for Government operation of business on any 
important scale. 

Right now the policy is to use private enterprise and 
the capitalistic system to the utmost rather than adopt- 
ing state socialism to turn out defense articles. But no 
business will be private to the extent that it can ignore 
the defense program. The controls imposed will be for 
the purpose of speeding arms production rather than for 
social reform. There are, of course, many in the Admin- 
istration who feel that social reform should be pressed 
during this golden opportunity, but apparently they do 
not have the controlling voice, and the President seems 
willing to put reform secondary to immediate arms 
production. 

Business activity will reach (Please turn to page 732) 
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To most of us the vast defense spending is a mixed 


y 


blessing, but to the New Deal's fiscal magic makers 


it is the golden opportunity to test a theory which 


will make the capitalist system work—or wreck it. 


Ameriea’s Financial Revolution 


BY LAURENCE STERN 


to the average citizen, a financial revolution 
of the utmost significance to us all is going on in the 
United States. You may deplore it as unsound, danger- 
ous, a sure road to the regimented, planned economy of 
State Socialism—but there it is. 

It is part and parcel of the New Deal, and the New 
Deal has the votes. Moreover, the war-and-defense 
emergency has greatly weakened previous opposition to 
what critics call “loose fiscal policy” and to what the 
Administration calls “enlightened, Twentieth Century 
management of the capitalist-financial system.” We are 
now going to shoot the works in the revolutionary 
experiment. 

There would seem to be only two possible ultimate 
results. (1) It may bring about a stimulated, stabilized, 
better balanced economy in which the essential frame- 
work of private enterprise is preserved; or (2) it may 
bring ever broader—and ultimately unlimited — State 
domination in the realms of economics and finance, if 
not in those of the personal freedoms. 

We have already gone a long way in this revolution 
since 1933. Who is the biggest borrower of money? The 
Government. Who is the biggest lender of money? The 
Government. Who controls the wages—interest rates— 
of money? The Government. Who is striving to effect 
a redistribution of the national income so that the masses 
have more, the well-to-do less? The Government. 

The case for the revolution was carefully and skillfully 
built up by witness after witness at the long series of 
T NEC hearings, the purpose of which was to educate 
public opinion into docile — if not understanding and 
enthusiastic — acceptance of it. Much of this testimony 
is required reading for those who would wish to know 
what is going on around us. The hearings were planned, 
of course, at a time when the revolution’s political oppo- 
sition had to be appeased or won over. That was before 
the golden opportunity had been provided by the de- 
fense emergency. 

The two related premises for the financial revolution 
are not easy for the layman to grasp, although they have 
been explained time and again by many liberal econo- 
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mists, by New Dealers of high and low degree including 
the eminent Governor Eccles of the Federal Reserve 
Board, and by—which may surprise you—a small sprin- 
kling of liberal business men and bankers. 

The first and most basic premise, which we shall 
briefly explore hereafter, is conveniently tagged as the 
“stagnant savings” theory. The second is that faulty 
distribution of income —too much in the upper and 
middle brackets, too little in the lower brackets — is 
largely responsible for the annual accumulation of exces- 
sive, non-productive savings. 

The assertion can not be challenged that the money 
income created annually in the processes of production 
and distribution roughly equals the aggregate price of 
total goods and services produced. 


Keeping Money at Work 


Nor can it be doubted that the maintenance of a sat- 
isfactory volume of production, trade and national in- 
come depends upon the continuous, circuitous flow of 
liquid funds—in the form of bank deposits and cur- 
rency—from business enterprises to individual consum- 
ers and from consumers back to business enterprises. 

If all of the money income received by individuals in 
a year were spent on consumption goods it would pay 
for the total volume of consumption goods produced. 
If 80 per cent of it were so spent and if the other 20 per 
cent—in the form of savings—were invested each year 
in enterprises which created new wealth and expanded 
employment, the same net result would be had. In this 
case the consumption-stimulating spending which the 
saver foregoes is done by the borrower. But suppose 
the 20 per cent saved out of money income received goes 
into idle bank deposits or under the family mattress. 
In that event the circuit is broken and the purchasing 
power utilized is not enough to maintain an active 
economy. 

This formula was emphasized in T N EC hearings by 
various witnesses, including Mr. Ralph W. Manuel, 
president of the Marquette National Bank of Minne- 
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apolis. Mr. Manuel has reduced it to a strikingly simple 
analogy which—as repeated in the book “Idle Money 
Idle Men” by Stuart Chase—is worth citation here. 

Suppose, says Mr. Manuel, that 100 families depend 
solely upon potatoes. They produce nothing else and 
consume nothing else. They appoint a manager who 
issues to each worker claim checks in proportion to his 
labor on the crop. At the end of the harvest season 
there are 1,000 bushels of potatoes in the community 
warehouse and 1,000 claim checks in the hands of mem- 
bers of the community. The members turn in their claim 
checks for the potatoes. The crop is entirely consumed. 
On this basis, the economy of this community will never 
break down. The “money” paid out during the period 
of production is all used to buy back the output. The 
manager can then tear up the returned claim checks and 
start production of a new crop. 

But assume that some of the people “save” their claim 
checks instead of spending them. Suppose they save 100 
checks. That means that 100 bushels of potatoes: will 
not be claimed. Presently they will rot. The manager, 
noting a reduced demand, will plan for a smaller crop 
in the next season. The community will have less to eat. 
Some will lose their jobs in the potato fields. The potato 
economy is dropping into a depression spiral. If its mem- 
bers continue to save, the economy will collapse. If, on 
the other hand, the savers, while getting along on a re- 
duced diet, lend all their saved checks to heavier eaters 
in the community, all of the crop will be 
consumed and the potato economy will con- 10— 
tinue to function. 

Of course, this is over-simplification but 
the principle emphasized in the potato econ- 
omy applies to our complex capitalist pro- y 
duction system. 

Up to this point there is scant room for 
controversy. Beyond it there is plenty. The 
New Dealers of finance are convinced that 
our capitalist system has reached a degree 
of maturity at which the capital investment 7- 
of business enterprise is largely self-financ- 
ing and at which opportunity for absorption 
of savings of individuals in productive pri- 
vate enterprise is negligible. 

From this they reason that the gap must 
be filled by large scale Government spending 
of funds obtained by borrowing savings or 
borrowing bank credit or both. The gap 
that needs to be filled, in order to produce 
capacity utilization of our resources of pro- 
duction, they variously estimate at from 
$12,000,000,000 to $18,000,000,000 a year, 
over and above “regular” Federal expendi- 
tures of $8,000,000,000 or more a year. 

When the program achieves maximum 
economic activity, they say, it should be 
possible to balance the Federal budget with 
the revenues that could be taxed without 
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hardship out of a national income of from 
$90,000,000,000 to $100,000,000,000. They 
argue that the long-run objective must be to 
reduce the volume of savings by higher cor- 
porate and personal income taxes, to in- 








nel into public projects, through Federal borrowing, such 
surplus of private savings as can not find investment 
outlet in private enterprise. They contend that an ulti- 
mate economic balance can be attained at which long 
term expansion of the Federal debt will terminate; and 
that even if such debt meanwhile has risen to, say, 
$125,000,000,000, it can be managed without inflation- 
ary disaster. 

Conservative economists, bankers and business men 
answer that nobody knows what the opportunities for 
productive private investment would be under “normal” 
conditions if such investment were not inhibited by New 
Deal policies—especially tax and fiscal polices—and by 
the uncertainties of the war. They argue that the great 
bulk of public “investments” in their very nature can 
not be self-supporting and therefore, no matter how 
socially desirable, must represent an increasing drag on 
the private enterprise system. They have no confidence 
in the scientific integrity of the Government spending 
technique, believing it subject inevitably to political con- 
siderations and political abuses. They concede that the 
method can temporarily raise the national income but 
do not believe it promises a lasting prosperity. They 
fear that we are simply on a one-way road of uncon- 
trollable debt expansion and that somewhere down that 
road the inevitable stopping-place will be either disas- 
trous inflation or State Socialism. 

Any long-range prophecy by the writer as to which 
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view will prove nearest correct would be wholly futile. 
For one thing, the spending theory itself implies the 
considered planning of a course of action. The fact is 
that we are now caught in an unplanned chain of events. 
The New Deal did not plan the war or the defense ex- 
penditures. It can not plan the duration or outcome of 
the war. It can not plan our ultimate defense expendi- 
tures or the degree by which they will increase the Fed- 
eral debt. The war 
has forced us_ into 
huge Government ex- 
penditures which in- 
cidentally will test a 
financial theory. 
Whether we can 
make virtue out of 
necessity remains to 
be seen. 

There is no blink- 
ing the fact, however, 
that some of the gen- 
eralized dogma of 
conservative financial 
opinion will not stand 
factual examination. 
Take the matter of 
New Deal restraints 
on productive private 
investment. There is 
no doubt that they 
exist as a general fac- 
tor, but how effective 
are they as compared 
with purely economic 
factors? 

I raise the question 
because, despite these 
restraints, the actual 
volume of capital 
goods production in 
the year 1937, allow- 
ing for lower prices, 
was on a par with 
that of the most active years of the ’20’s. Somebody 
was willing—under the economic conditions then pre- 
vailing—to invest the money in expansion and better- 
ment of capital facilities. Why? Most likely because 
they thought it would be profitable. 

There is, obviously, a much closer relation between 
plant expansion and consumer markets than there is be- 
tween plant expansion and political inhibitions. Growth 
industries—such as chemicals or air transport—expand 
their facilities regardless of what their managers think 
of New Deal theories and policies. Industries confronted 
with static or shrinking markets would not expand facili- 
ties even if a Calvin Coolidge occupied the White House 
and taxes were cut in half. 

Perhaps some great new industries will arise in future, 
requiring investment of many billions of dollars of sav- 
ings. None can be sure about this. It would be remark- 
able, however, if any combination of new industries in 
the next generation provided an outlet for productive 
investment of capital equal to that provided during the 
past generation by the growth of such relatively new 


Wide World Photos 


“We are witnessing in the 
defense program what can 
be achieved in national 
prosperity, income and em- 
ployment through adequate 
governmental expenditures. 
It is my hope that the coun- 
try will never forget this 
lesson: that we shall hence- 
forth use fearlessly the re- 
sources of the state to help 
maintain employment and 
business activity at a full 
income level."—Marriner S. 
Eccles, Chairman of the 
Board of Governors, Fed- 
eral Reserve System. 
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industries as automobiles, electric power, chemicals, 
radio, motion pictures and aircraft. 

But suppose it should come to pass. Would there be 
opportunity for productive investment of the bulk of 
annual savings? Not if the American people as a whole 
continue their habit of saving some 15 to 20 per cent of 
the national income. Applying these ratios to a national 
income of say, $90,000,000,000 from $14,000,000,000 to 
$18,000,000,000 of 
savings a year would 
have to find invest- 
ment outlet. 

In the ’20’s, when 
corporate security fi- 
nancing reached un- 
precedented levels, an 
average of less than 
$2,000,000,000 a year 
of such financing 
went into durable 
capital goods. Ameri- 
can industry in that 
decade financed more 
than 75 per cent of 
its capital expendi- 
tures out of its own 
funds—surplus_prof- 
its and depreciation 
reserves—the rest 
coming from sale of 
bonds and stocks to 
the public and from 
bank credit. 

Moreover, it can 
not be doubted that 
the tendency is for 
industry to finance an 
increasing proportion 
of capital expendi- 
tures out of internal 
funds. According to 
evidence presented at 
T N E C hearings, 
such expenditures for the three years 1935-1937 totalled 
$17,400,000,000, of which approximately 92 per cent 
came from surplus profits and depreciation. 

Ironically, the New Deal spending has itself tended 
further to reduce the dependence of business enterprise 
upon security financing for capital. Tremendous amounts 
of this money finds its way ultimately into the bank 
deposits of business enterprises and becomes available 
—either as surplus profits or depreciation reserves—for 
capital investments. 

In the period 1923-1929 total estimated savings—indi- 
vidual and corporate—were around $15,000,000,000 a 
year. Where was it invested? An average of about $8,000,- 
000,000 a year went into productive business enterprises. 
The rest was absorbed in residential construction, Gov- 
ernment construction, foreign loans, installment credit, 
inventory accumulations. 

Of course, there is no lack of opportunity to invest 
savings in existing securities. Many with excellent 
yield records through thick and thin are available 
at yields of 5 to 6 per (Please turn to page 732) 


The R F C is “The Bank of 
the United States," making 
loans of almost every kind, 
and its chief, Jesse Jones, 
is by far the biggest banker 
of all time. Originally it 
made loans nobody else 
would make. Today it un- 
der-bids private bankers if 
it thinks their rates are a 
shade high. 
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New Industrial Giants 


PART II—SYNTHETIC RUBBER 


Infant Industry Heads for Fast Maturity 


As Six Major Companies Expand Sharply 


BY J. C. CLIFFORD 


| by the Office of Production Manage- 
ment that neoprene (du Pont’s synthetic rubber) is 
being placed on the defense priorities list gives the arti- 
ficial rubber industry an atmosphere of having “arrived.” 
Slowly, synthetic rubbers in the United States have been 
developing under the intensive surveillance and correc- 
tions of the experimental chemist, in whose shop they 
had been confined the better part of the current century. 
Now, though still small, the industry has been gradu- 
ated into commercial production, and it is likely to 
attain an industrial-giant status within a decade. In 
addition to the leader, du Pont, some of the country’s 
greatest business corporations, including Standard Oil 
of N. J., Phillips Petroleum, Goodrich, Firestone, Good- 
year, and Dow Chemical, are becoming seriously in- 
volved in the production of synthetic rubber or related 
substances, with most of these companies undergoing 
rapid expansion for such production. 

The question of rubber supply in the event of spread- 
ing war is one of the uppermost considerations of our 
Government. Over 90% of our rubber supply is planta- 
tion-grown, coming to us from a distance of more than 
10,000 miles. Normally, most of our rubber imports pass 
through the Suez Canal and across the Atlantic Ocean, 
but with war in the Mediterranean, rubber journeys the 
longer route around the Cape of Good Hope, or comes 
across the Pacific. Small wonder is it, then, that rubber 
is a strategic war material. In the World War, Germany 
manufactured a considerable amount of commercially 
useful synthetic rubber, and is now believed to be largely 
independent of natural rubber. Germany’s needs for 
rubber, however, are only about 15% of ours; we con- 
sume about half the world’s rubber output. 

With the immensity of the potential rubber problem 
in mind, the Government has been quick to take action. 
Under an Anglo-American agreement, we have arranged 
to exchange cotton for 86,000 tons of rubber, to be held 
for actual emergency requirements. Moreover, through 
the establishment of a private corporation by the R.F.C. 
and the provision of large loans, the Government and 
rubber manufacturers have effected two agreements with 
the International Rubber Regulation Committee to pur- 
chase additional quantities of 180,000 tons in 1941, be- 
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sides a substantial quantity specified for 1940. Under 
the terms of a Presidential proclamation, crude rubber, 
reclaimed rubber and scrap rubber may be exported 
from the U. S. after July 5, 1940, only upon license 
obtained from the Department of State, a national de- 
fense measure to guard against the depletion of this 
vital product. 


Synthetic Rubber Development Favored 


The Department of Commerce points out a number 
of ways around the rubber problem, including the build- 
ing of stock piles of plantation rubber, increased pro- 
duction of reclaimed rubber in the United States from 
rubber scrap, larger production of guayule rubber in 
Mexico and planting of guayule shrub in the United 
States, exploitation of other Western Hemisphere rubber 
sources and the encouragement of production of syn- 
thetic rubbers in the United States. The last-mentioned 
solution is regarded with favor by a number of Govern- 
ment authorities, with the thought that through syn- 
thetic rubber ultimate entire freedom from crude rubber 
imports is a strong possibility. But the recent sharply 
expanded output of artificial rubber is regarded as the 
stage of production only a bit beyond experimental, with 
major growth scheduled for the future. 

Government estimates of 1939 world production of 
synthetic rubber show about a 75,000-ton aggregate, of 





Synthetic Rubber Types and Manufacturers 


1—Polymers of chloroprene................. Neoprene (du Pont) 


2—Reaction products of aliphatic dihalides with alkali polysulfides 
Thiokol (Dow Chemical) 


3—Co-polymers of butadiene with other polymerizable compounds 
Perbunan (Standard Oil of N. J. and Firestone Tire) 
Ameripol (Goodrich) 
Hycar (Goodrich and Phillips Petroleum) 
Chemigum (Goodyear) 


Koroseal (Goodrich) 
. Vistanex (Standard Oil of N. J.) 


4—Plasticized polymers of vinyl chloride. ..... 


5—Polymers of isobutylene 
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which the United States accounted for something under 
3,000 tons and Soviet Russia and Germany the re- 
mainder. By the end of 1940, our capacity was up to 
around 9,000 tons; this year’s plant expansion plans 
indicate a productive capacity for synthetic rubber in 
this country of about 25,000 tons by the year-end. 
Though still small in relation to our 600,000 tons of 
annual crude rubber requirements, the estimated expan- 
sion is at a rate percentagewise which would permit 
(hypothetically) attainment of the 600,000-ton output 
in less than three years. 

Leader in the domestic synthetic rubber industry is 
E. I. du Pont de Nemours & Co., through its neoprene 
division. Development, obsolescence and new discover- 
ies were so rapid for this product that, even after nine 
years of experience in its production, the company builds 
neoprene plants with the expectation that they will 
become obsolete within five or ten years. In each of 
the past nine years, sales of neoprene have been more 
than double those of the preceding year, with the excep- 
tion of 1938, when the increase over the preceding year 
was smaller. Substantial expenditures for additional 
production facilities have been made in each of the last 
five years. New production facilities now under con- 
struction at Deepwater Point, N. J., following a recently 
completed addition, will raise total production facilities 
for neoprene to 1,500,000 Ibs. a month. This is an 
advance of 1,000,000 pounds monthly, and the additional 
plant will bring annual output to about 9,000 tons. The 
full new facilities are expected to be ready by October, 
1941. 

Actually, neoprene looks like rubber, reacts like rubber 
and can be used wherever rubber is used. It is, how- 
ever, preferable for many purposes to natural rubber, 
in that it is more resistant to deterioration by gasoline. 
oils and oxygen from the air. The various steps in 
manufacture of the product include heating coal and 
limestone in an electric furnace, which produces cal- 





Courtesy Goodrich 


Beating the latex mixture which coagulates into Ameripol. 
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cium carbide. Addition of water to the calcrum carbide 
produces acetylene gas, formerly used in automobile 
headlights. Treatment of this gas with a catalyst then 
has the result of combining the acetylene molecules with 
one another to form a previously unknown chemical 
compound—mono-vinyl-acetylene. This compound is 
treated with hydrogen chloride gas, creating another new 
chemical—chloroprene. The final step subjects liquid 
chloroprene to a process which causes molecules to com- 
bine, resulting in the tough rubber-like solid, neoprene. 

Neoprene’s applications are numerous. It is used by 
rubber manufacturers in producing industrial rubber 
products—parts of machines which go into airplanes, 
automobiles, steamships, machine tools and electrical 
equipment—as well as in garments and shoes, and in 
solid tires for industrial trucks. It has been used only 
experimentally in pneumatic tires for highway service, 
but is expected to be used commercially in pneumatic 
tires to a limited extent as a surface covering for the 
outer part of a tire. Certain other companies (notably 
Goodrich) , however, are manufacturing fully-synthetic- 
rubber tires. 


Goodrich Synthetic Developments 


The B. F. Goodrich Company is another important 
company which is well along in synthetic rubber develop- 
ment. Its Koroseal, (not a synthetic rubber, but an 
artificial rubber-like material) has enjoyed such excellent 
demand since it was launched commercially in 1937 as to 
cause the recent erection of a new plant, with a capacity 
of around six tonsa day. The plant was purposely located 
at Niagara Falls because of the proximity of coke, lime- 
stone and salt, raw materials needed in compounding 
the versatile synthetic which, because of its chemical 
inertness and resistance to flame, acids and deterioration, 
now is being widely used in industry as lining for acid 
“pickling” tanks for cable insulation, tubing and oil- 
resistant hose. In the housewares and 
home furnishings field, Koroseal is being 
applied as a coating on fabrics of all 
kinds to render them resistant to alcohol, 
acids, stains and impervious to aging. 
Noteworthy, too, is the fact that in 
tests against mustard gas penetration, 
Koroseal has proved many times more 
resistant than ordinary rubber-treated 
fabrics, while the substance has also 
been found to have high resistance to 
hydrogen gas diffusion and is being used 
industrially and in protective coverings 
and garments. 

Besides Koroseal, the Goodrich organ- 
ization has developed a product called 
Ameripol, the result of active effort for 
the past 14 years to develop a synthetic 
rubber for replacing the rubber in tires, 
as wel! as other goods. Called Ameripol 
because it is a polymer of American ma- 
terials (butadiene from petroleum, and 
soap, air and sulfuric acid), the product 
now is being used in regular factory pro- 
duction of passenger car tires, the first 
ever offered for sale in America. 
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Though first publicly announced last June, 
in conjunction with the statement of the com- 
pany’s decision to manufacture synthetic rubber 
tires for sale, Ameripol had, at that time, a 
record of performance in service. Production 
had been used in the company’s manufacture 
of many items such as gasoline hose and printing 
matrices, to which the special characteristics of 
certain types of this synthetic rubber give 
superior value in service. The product was 
made first experimentally and in a pilot plant, 
and then in a small semi-commercial plant. At 
present, a new and larger plant is in operation 
by the Hydrocarbon Chemical & Rubber. Co., 
an affiliate of (and jointly formed by) the B. F. 
Goodrich Rubber Co. and Phillips Petroleum 
Company. This plant has a capacity of six tons 
a day, but we understand that if called upon to 
do so, the above combination of companies could 
produce within reasonable time limits 100 tons 
of Ameripol daily. 

Since Ameripol at present costs around three 
times the price of natural rubber, Ameripol tires 
cost more than other types; they are currently 
selling at a price about one-third higher than 
Goodrich Silvertowns of natural rubber. Ordi- 
narily, tire treads and sidewalls account for 
about 45% of all the rubber consumed in this 
country and over 60% of the rubber used in 
tires. Though Goodrich makes tires entirely 
out of Ameripol, the special tires it now is offer- 
ing commercially have Ameripol only in treads 
and sidewalls. The entire synthetic rubber 
effort of Goodrich is interesting, in that the 
company has done work in the raw material 
from which the synthetic is made, then in the 
manufacture of the synthetic rubber, and in the use of 
that synthetic rubber—all three fields. 

Another great rubber company, Goodyear Tire & 
Rubber Co., calis its new synthetic rubber Chemigum. 
The Goodyear synthetic has butane for its basic raw 
material, a by-product of petroleum refining that is 
available in tremendous quantities. It is the result of 
research which produced some 300 compounds, cut down 
ultimately to four. The regular objective had been a 
product which not only would be superior to natural 
rubber for specialty goods, but would also serve as a 
satisfactory material for balanced tire performance. 
Tires made of Chemigum instead of natural rubber have 
been subjected to road and laboratory tests for three 
years, and reports are that they gave road performance 
equal to or exceeding that obtained from tires of natural 
rubber. 

The company’s experiments also are reported to have 
proved that Chemigum excels natural rubber in tensile 
strength and resistance to abrasion—two important 
attributes that make for longer wear. The product ages 
more slowly than natural rubber, and is oilproof, which 
makes it superior in many types of hose, gaskets and 
other mechanical goods. What is more important from 
the manufacturing standpoint, it is processed by the same 
general production methods and equipment used with 
natural rubber. Goodyear’s experiences lead the company 
to believe that Chemigum can be successfully substituted 
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Courtesy Goodrich 
The first Ameripol tire. In appearance it is identical with a natural 


rubber tire. 


for natural rubber, should our supply of the latter be 
curtailed by war developments. Chemigum costs more, 
of course, than natural rubber, but it gives promise of 
approaching the cost of natural rubber if produced on a 
large scale. The company now is equipping a plant to 
produce several tons of the product daily, and it notes, 
significantly, that new facilities will provide the experi- 
ence and train the personnel for large scale operation, 
should America’s supply of rubber from the Far East 
ever be shut off. 

Firestone Tire & Rubber Co., too, has been launched 
and is rapidly expanding in the synthetic rubber field. 
It began experimenting with artificial rubber more than 
eight years ago, and also has manufactured synthetic 
rubber tires. The company was the first in this country 
to consummate licensing agreements with the Standard 
Oil Development Co. (a subsidiary of the Standard Oil 
Co. of N. J.) for producing Buna rubber, in this instance 
Buna “N,” which is also called Perbunan. There is also 
a Buna “S” type, used abroad in auto tires. Butadiene 
is the base for Buna, and it is a product of the petroleum 
cracking process. Coal tar derivatives also are used, 
and the combination is emulsified with soap and proc- 
essed to make an artificial latex reported unrecognizable 
from the natural latex. 

The domestic manufacture of Buna rubber is based 
on acquisition by the Standard Oil Co. of N. J. from 
the German chemical (Please turn to page 734) 
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Nesmith Photo 


American Smelting and Refining's plant in Garfield, Utah. 


i; armament-stimulated boom in the metals trades 
naturally places in the limelight the largest smelter and 
refiner of non-ferrous metals, the American Smelting & 
Refining Co. Business of this company, with its world- 
wide interests, is, and has been since its incorporation 
in 1899, primarily that of custom smelting and refining of 
non-ferrous materials, but a substantial portion of such 
business also has been that of mining for about 30 years. 
Products involved in operation of the company and its 
subsidiaries include gold, silver, copper, lead, speliter, 
mixed metals and semi-fabricated metals, arsenic, nickel 
sulphate, sulphuric acid, copper sulphate, zinc dust, 
platinum, palladium, cadmium, thallium, bismuth, selen- 
ium, tellerium, coal, coke and various other products. 

Specifically, the business of the company and its sub- 
sidiaries collectively includes mining and milling non- 
ferrous ores; purchasing non-ferrous ores and concen- 
trates produced by others; smelting non-ferrous ores and 
concentrates; refining crude metals produced by the com- 
pany and its subsidiaries and purchased from others; 
selling refined metals; smelting and refining non-ferrous 
products of other mines, mills and smelters on toll, i.e., 
treating the products and returning refined metals, in 
consideration of a working charge in money and metals; 
recovering and selling of non-ferrous by-products derived 
from smelting and refining operations; buying of non- 
ferrous scrap metals and other secondaries (primary 
metals or alloys once used and become outworn) and 
reconditioning this material and selling it in the form of 
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mixed metals and semi-fabricated metals, i.e., aluminum, 
brass and copper ingots, babbitts, solders, special alloys, 
tin products, etc.; manufacturing, fabricating and selling 
of non-ferrous metal products; mining coal and produc- 
ing coke, principally for use of the company and its 
subsidiaries. 

The company handles lead ore from its own mines, 
but this activity is augmented considerably by the 
treating of two-thirds of St. Joseph Lead Co.’s output. 
under a 30-year contract which began in 1923. Toll- 
basis handling is, of course, important; in the copper 
division, the principal business of this type comes from 
Kennecott Copper Corp. Metal fabricating investments 
include a more-than-one-third stock interest in General 
Cable Corp. and an approximate one-third interest in 
Revere Copper & Brass Co. Refinery output of leading 
metals in 1939 included 454,425 tons of lead, 402,030 
tons of copper, 70,692 tons of zinc, 153,993,120 ounces 
of silver and 2,377,114 ounces of gold. Among countries 
in which American Smelting has important interests, 
aside from the United States, are Mexico, Peru, New- 
foundland, Australia and Bolivia. Properties in Mexico, 
representing the leading foreign interest, earned less than 
14% of the total profits in 1939. 

Capitalization is not complicated, consisting of 500,000 
shares of 7% cumulative, $100 par preferred stock and 
2,191,669 shares of no par common stock. The preferred 
stock has one vote per share, equally with the common, 
and it is non-redeemable. The company retired its sec- 
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ond preferred stock several years ago through an issue 
of common stock. For the first six months of 1940, the 
eompany reported gross income of $13,238,686, a gain 
of 22% over gross income of the first 1939 half. Although 
expenses rose and taxes jumped 93% to $2,858,726, the 
company still was able to report net income of $6,405,920, 
equal to $12.81 a share of preferred and $2.12 a share of 
common stock. In the first half of 1939, net income 
totaled $5,429,674, or $10.86 a share of preferred and 
$1.68 a share of common. 

For the full year 1940, net income is estimated to have 
exceeded $12,600,000, but taking this conservative esti- 
mate, it would be equal, after allowing for dividends on 
the preferred stock, to around $4.20 a share on the com- 
mon stock. Such a figure would represent a small de- 
crease from the 1939 total of $13,057,145 net income, 
equal to $4.36 a common share. Increased general taxes 
would account for such a decline. 

Under the capable piloting of President Simon Gug- 
genheim, the company has established a good long-term 
record. Despite the volatile nature of the metals indus- 
tries, the company reported in the past decade a net 
deficit for only one year—1932. In that year and in 1931 
there was no income available for the common stock, 
but inventory writedowns were in major measure re- 
sponsible for the lower earnings levels of these years. 
Following the deficit equal to $9.09 a share on the 7% 
preferred stock in 1932, net income per share ran as fol- 
lows on this stock: 1933, $12.02; 1934, $15.17; 1935, 
$27.54; 1936, $34.26; 1937, $36.57; 1938, $21.22; and 
1939, $26.11. Advance in gold and silver prices, caused 
by our monetary program, set off the 1933 recovery, 
while unsettled metal prices and Mexican difficulties 
were substantial factors in earnings fluctuations of recent 
years. Retirement of the second preferred stock in 1937 
naturally resulted in a higher proportion of earnings 
available for the preferred. After the 1932 deficit equal 
to $4.96 a common share, net income on this stock ran 
thus: 1933, $0.77; 1934, $1.63; 1935, $5.01; 1936, $6.85; 
1937, $6.54; 1938, $3.24; 1939, $4.36. 

Dividends over a period of years have been generous, 
reflecting relatively good earnings and a consistently 
strong financial condition. The tremendous depression 
of the early ’30s brought dividend omissions on the com- 
mon and reductions on the preferred as a conservative 
move, but in 1934 preferred arrears of the previous two 
years were cleared and, of course, have been paid regu- 
larly since. Common dividends were omitted in 1932, 
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1933 and 1934, but in 1935 $0.40 a share was paid, fol- 
lowed by $4.40 in 1936, $4.25 in 1937, $2.25 in 1938, 
$3 in 1939 and $2.75 last year. The 1940 dividend 
included a $0.75 per share extra. A $0.50 per share quar- 
terly payment has been made this year—at the same 
regular rate as in 1940. 

The dividend prospect may be considered favorable 
in the light of the earnings outlook. Thus, it is likely 
that the company is operating generally at capacity, 
with no indications of a letup for some time. As a matter 
of fact, under the press of strong demand and, in some 
instances, shortages, the company is expanding. It is 
enlarging its Amarillo zinc smelter to the extent of three 
new blocks. With completion of the third new block 
shortly, the company will have added 2,000 tons of zine 
smelting capacity, now vitally needed for relieving the 
zinc bottleneck under the defense program. Recently 
zinc was placed on the priorities list, and the stock 
position is around the lowest point reached since the 
industry began collecting statistics—only about two 
days’ needs. (Please turn to page 734) 
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Another Look At Sugar Stocks 
Under Today's Influences 


Dwindling World Markets and Limits to Possible 


Price Advances Prevent Large Profit Gains 


BY JESSE 


5 poet who so emphatically stated “sugar is sweet—” 
was referring to its physical characteristic only, for at 
no time since the post-war sugar debacle of 1919-1920 
has the domestic industry been in anything like a “sweet” 
position and more often than not, the situation has been 
distinctly “sour.” 

The sugar industry in the United States is—despite 
the fact that the product is a staple commodity—a rela- 
tively small one as compared with other lines of en- 
deavor. For instance, the total farm value of all of the 
sugar beets and cane grown by American farmers usually 
approximates only $75 million while the annual output 
of all of the American refiners is normally in the vicinity 
of $500 million. The fact that the confectionery industry 
produces well over $350 million worth of products and 
the total output of the ice cream industry is valued in 
the vicinity of the same sum, indicates the relative 
position of the sugar industry in our national economy. 

Of course, $500 million worth of sugar is a lot of mate- 
rial and represents a total consumption of between 6 
million and 7 million short tons yearly. But the Amer- 
ican sugar manufacturing industry has anywhere from 
30 per cent to 40 per cent more production capacity 
than domestic needs require, with the result that unless 
it is possible to export a sizable amount of refined sugar, 
either a large part of the industry’s expensive equipment 
lies idle or more sugar is produced that can actually be 
used. Current indications are that the 18 or so largest 
refiners in the country are adopting a 50-50 policy by 
producing somewhat more sugar than is actually re- 
quired, at the same time letting high cost production 
facilities lie idle. 

A brief glance at the world sugar situation will per- 
haps make clear why no such prices as those which pre- 
vailed during and just after the last world war are likely 
to recur, unless out-and-out currency inflation should 
by some very remote chance materialize here. The 
world usually consumes on balance nearly as much sugar 
as it produces in normal times. But, in such times and 
except in minor instances, most countries are able to 
produce approximately 50 per cent or more of their 
annual consumption. Only Cuba and Asia—which in- 
cludes the Philippine Islands—have anything like a 
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sizable surplus after deducting their own consumption 
requirements. For instance, Europe—usually the source 
of approximately 30 per cent of the world’s sugar output 
—requires only about 3 million odd tons of outside sugar 
to meet its peace-time needs. Much of this comes from 
Cuba because of the nearness of the islands to Europe 
and a lesser quantity comes from Asiatic sources. Now 
that the Atlantic is marked “no thoroughfare” for Euro- 
pean shipping, Cuban shipments are cut off while even 
England is supplying the greatest part of her much 
reduced needs from Empire sources. This leaves Cuba 
with only the United States as a large consumer and the 
United States is able to supply more than 35 per cent of 
her own needs from home-grown cane and beets. Thus, 
Cuba, with a production capacity of approximately 5 
million tons of sugar yearly, can at best look forward to 
the sale of only slightly less than 2 million tons to the 
United States while huge surpluses of raw sugar continue 
to pile up. A strong surplus of any commodity is not 
conducive to higher market prices. 


Quotas Substantially Below Production Capacity 


While Cuba is the largest “off-shore” contributor to 
our domestic sugar supply we are morally bound to 
consider our several dependencies including Hawaii, 
Puerto Rico, the Virgin Islands and the Commonwealth 
of the Philippine Islands, which together will be per- 
mitted to ship better than 2,750,000 short tons of sugar 
during the 1940-1941 year. Even here, the productive 
capacity of the industry far exceeds allowable quotas 
with the result that production is high-cost, even while 
selling prices are very low. Obviously, profit margins 
for nearly all off-shore producers will be slim at present 
relatively depressed raw sugar prices. 

So much for the sugar growers. What of the refiners? 
They are able to buy their raw sugars at low prices and 
the profit margin reflects low raw material prices even 
though refined sugar prices be moderate. At least, all 
else being equal, this would be the case, but all else is 
not equal. In the first place, the war has made shipping 
bottoms scarce and rates high. The delivered price of 
sugar has recently risen to 3.27 cents a pound at New 
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York or the highest level since Septem- 
ber, 1939, due almost solely to the in- 
creased cost of shipping and is in no way 
a break for the raw sugar producer 
either off-shore or in the far-west beet 
sections of this country. Louisiana, 
Florida and Texas growers might benefit 
somewhat, but their number is relatively 
small and no domestic sugar company 
of size has a large interest in these 
areas, 

Will higher shipping costs permit an 
upward revision in retail sugar prices to 
compensate for the increase in freight 
rates? Probably yes, but this com- 
pensation is about all that would be per- 
mitted, for the Washington authorities 
seem to be committed to low sugar 
prices, as witness the action of Septem- 
ber a year ago when sharply higher re- 
tail prices were met with abandonment 
of quotas for off-shore sugar, and prices 
came tumbling down to a level below 
that which prevailed at the beginning 
of the war. In fact, it was only recently 
that sugar prices recovered their 1939 
losses. In other words, the refiners in general, cannot 
look forward with confidence to any increase in selling 
prices that would serve to improve profit margins sub- 
stantially above present low levels. Any attempt to 
make a sharp increase in selling prices will probably be 
met with the same action as was taken a year and a 
half ago. 

Any real trouble in the Pacific would have some 
effect upon the sugar situation in this country which 
might possibly redound to the benefit of the West Indies 
and domestic sugar growers. From the Philippines and 
Hawaii comes approximately 2,000,000 tons of raw sugar 
yearly or approximately 30 per cent of our annual re- 
quirements. This should mean, if Hawaiian as well as 
Philippine sugar were difficult to obtain here, that Cuba, 
Puerto Rico and the Virgin Islands would have to share 
the shortage with domestic cane and beet growers. The 
Government realizes the possibility of such a situation 
but seems to have somewhat different ideas as to how 
it can be met. There are even now proposals that the 
Government lend Cuba enough money to produce 500,- 
000 tons of sugar in excess of the amounts required by 





American Sugar Refinery's plant in Brooklyn, N. Y. 


the United States markets to act as a sort of a reserve 
or stock pile in the event of future difficulties in obtain- 
ing Pacific supplies. The loan would undoubtedly help 
Cuba in its currently depressed condition but would be 
of little aid to the domestic producer or, for that matter, 
producers in our West Indian dependencies. Troubles 
in the Pacific would have but little silver lining as far 
as the sugar industry is concerned. 

The current outlook for the various indvidual sugar 
companies ranges from poor to fair with the Cuban 
producers in the least favorable position. On the whole, 
Puerto Rican, Hawaiian and domestic sugar producers 
and domestic refiners are in the best spot although 
individual prospects vary. 

Among the domestic sugar producers and refiners who 
will probably do modestly better in the current fiscal 
year than a year ago is American Crystal Sugar Co. 
American Crystal is a beet sugar producer with 10 
factories operating in California, Colorado, Iowa and 
other western beet producing states. Most of the beets 
are bought on a profit-sharing basis and in the 1939-1940 
season the company produced (Please turn to page 733) 





Leading Sugar Companies and Their Prospects 


Dividends Paid 
1940 


Market 








Earned Per Share 

Company 1939 1940E Rating COMMENT 
American Crystal Suger................... $1.85M $1.70 $0.50 D-3 See text. 
American Sugar Refining.................. d0.84 1.00 are C-1 See text. Dividends restored with $0.50 paid this year. 
Central Aguirre Associates................ 1.513y A1.62Jy 1.50 c-2 Earnings prospects are fair and dividend will be maintained. 
Coe MM Ce GHEE «6 6c 5c cccctcc cineca. 0.21S Ad0.07 ee D-3 Immediate recovery prospects are unimpressive. 
oN eee Ee ee Ere 2.40Jy A2.19Jy 2.00 B-2 Government payments will assist dividend maintenance. 
MMIII oe cos ccaccio sd Sep earctesloeseers 0.15Je Ad0.70Je ars D-3 Uncertain Cuban outlook offsets recovery efforts. 
Great Western Sugar...........0..00 0c aeee 1.67F 1.80F 2.00 c-2 Will be helped by rising cane sugar costs and quota. 
NIN IIE 6.5. 6656.6. o:0.650.5. 0:8 0:06 sieineicce: 0.01S Ado0.09S avis D-3 Heavy preferred accumulations add to poor earnings detriment. 
I eo oe crass scncinacacearieesas 2.50M 2.00M C-2 Earnings will improve moderately and dividend probable. 
National Sugar Refining................... d0.76 0.75 ere C-1 Rising costs will not be offset completely by higher refined prices. 
South Porto Rico Sugar...........-..+0000. 2.11S A2.16S 2.30 B-2 See text. 


A—Acetual earnings. d—Deficit. E—Estimate. B—Good. C—Medium. 


D—Marsginal. 1—Earnings upward. 2—Steady. 3—Downward. F—Year 


ends following February. M—Year ends following March. Je—Year ends June 30. Jy—Year ends July 31. S—Year ends September 30. 
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Taxes Will Cut Harvester’s 


Earning Power This Year 


Sales Pointing to New Peaks Although 
Defense Orders Are Relatively Small 


BY STANLEY DEVLIN 


Dissenananits Harvester CoMPANy’s earnings recov- 
ery during the fiscal year ended October 31, last, was 
due in some part to a revision in bookkeeping and record- 
ing methods, to substantially higher sales and to the 
fact that full burden of higher taxes did not apply to 
its fiscal year. 

Reported foreign sales during 1940 were only about 
$200,000 greater than during the previous fiscal year, 
but even so, they totalled $26,654,000 on a non-consoli- 
dated basis, or nearly 10 per cent of the total sales 
volume. A more than $3,000,000 increase in Canadian 
sales fully offset a decline of approximately 12.5 per 
cent in other reported foreign business. Sales to dealers 
and users in the United States during the same period 
made a much more favorable showing. Such sales were 
better than 33 per cent higher than in 1939 and in some 
departments set new high records. The greatest gain 
was in the sales of tractors which were 66 per cent higher 
than a year ago. The lowest gain was in the truck 
manufacturing division which reported an increase of 


approximately 16 per cent. In doing so, however, the 
truck division achieved a new sales record, for 1939 was 
also an exceptionally good year for truck sales. Farm 
equipment sales rose 24.5 per cent, while miscellaneous 
sales of steel, binder twine and other relatively minor 
items were 35.8 per cent higher than in the previous fiscal 
period. 

Under more normal conditions, tractor sales provide 
the greatest volume of domestic income, while truck and 
farm equipment sales usually fight for second place. It 
was the sharp decline in tractor sales in 1939 that made 
it possible for that division to make such a relatively 
good showing in 1940, although truck sales achieved 
first place by accounting for 33.4 per cent of 1940’s 
expanded business, while tractors brought in about 32.8 
per cent of the gross. In the main, the company attrib- 
uted the good showing to the fact that there were no 
really adverse influences at work to offset better con- 
sumer demand. As a whole, 1940 was slightly below 
1937 as far as total non-consolidated sales volume was 

concerned. The earlier year was the one in 





which the company made its best post-depres- 
sion showing. The shifting in the importance of 
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various items in relation to total sales was of 
considerable interest, for it served clearly to 
indicate what might be expected this year under 
similar conditions. 

The annual report of the company pointed 





out that the good business was not all the result 
of large government orders, but did concede that 











a sizable part of its activity resulted from the 
receipt of cansiderable defense business by 
others. This was particularly true in industrial 








power machinery. The company designates 
wheel tractors, crawler type tractors and power 
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units as industrial power units, and sales of these 
devices showed a 40 per cent increase over those 
of the previous year. New lines of wheel and 
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crawler tractors and two new power units caused 
an increasing consumer interest in this type 
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of machinery, which is now powered with both 
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Courtesy International Harvester 


gasoline and Diesel engines in sizes ranging from 22 
horsepower upward according to the device. 

Sales of trucks in the United States totalled $82,525,- 
000, or about $11,500,000 more than in the previous 
year. Probably the largest volume of Government busi- 
ness was obtained in this division, although military 
trucks were not radically different from commercial 
vehicles and required no extensive custom work beyond 
paint jobs and a few not standard accessories. Perhaps 
the greatest reason for higher truck sales was the good 
public reception of the new models of both light and 
heavy trucks. The “D” line of trucks so successfully 
introduced in 1937 has now been superseded by the new 
“K” line which embodies many mechanical and styling 
improvements and an unusually low cost of operation. 
While the company still ranked below the large automo- 
bile makers in sales of lighter vehicles, it continued to 
lead the field in sale of heavy trucks involving carrying 
capacities of two tons or over. With the line of trucks 
all relatively new models, there is no indication that the 
high volume of such sales will not continue this year. 
A new 4-wheel drive truck for military use is now being 
tested by the U. S. Army and if successful will result 
in a considerable volume of orders. 


Farm Income Governs Equipment Sales 


The sale of farm equipment depends in great measure 
upon farm income. Last year the company estimates 
that farm income was about 8.3 per cent higher than 
in the previous year and resulted in a 24.5 per cent gain 
in sales volume for farm equipment. While farm equip- 
ment sales were about $11,500,000 higher than a year 
ago, the figures are not all-revealing for they fail to take 
into consideration that 1939 sales were low only in dollar 
volume because the company cleaned out a substantial 
amount of older models at low prices in preparation to 
the introduction of a new line. During 1940, the new 
line constituted the majority of machines sold. While 
it is too early to make more than a reasonable guess at 
farm income for 1941, it is expected that the increase in 
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1941 will be no less than in 1940, and on that basis it 
is logical to expect that Harvester’s farm equipment 
business will continue to maintain its normal position of 
approximately 28 to 30 per cent of total domestic sales. 

Harvester is engaged in some ordnance work, although 
regular equipment is largely adaptable to most military 
needs with only minor changes. As a result, no separate 
report on ordance sales has been made. Orders placed 
by the Government with various manufacturers are not 
completely reported and when they are, often represent 
but a small part of the military business which has 
been given to any one company. So far, press reports 
indicate the placing of approximately $4,000,000 of such 
orders with Harvester, and the bulk of the orders were 
for tractors of special types. A shell order amounting 
to $1,000,000 was reported and the company has taken 
occasion to remark that the order will probably not be 
completed prior to next October. Another military 
activity for which no orders have been published is the 
conversion of 155 mm. gun carriages to modern needs, 
an expensive operation if orders reported by other manu- 
facturers are correct. The company has indicated that 
it is already giving priority to Government business in 
which nearly every branch of the company’s plant has 
something to do. With details of Government busi- 
ness lacking, it is difficult to ascertain what proportion 
of gross income such orders represent. It is probable, 
however, that for the present, they are only moderate 
in size, although over the longer term they should 


increase in importance. 


Some six years ago the company made a tentative 
step into the refrigeration field. The product was 
designed as a milk-cooler for farm use and met satisfac- 
tory response. Now the company has gone a step 
further in introducing a new refrigerator, again mostly 
for farm use. This product is designed for cold storage 
in addition to ordinary farm refrigeration requirements 
and is not competitive with the usual electric refrigera- 
tor, since it is much larger in size and is powered either 
by electricity or gasoline engines. While the new refrig- 
erator is selling in encouraging (Please turn to page 730) 
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Tide Water Associated Oil's 


Earnings Prospects Improve 


Crude Reserves Continue Steady Expansion 


BY GEORGE M. MATHIS5 


J ust a little more than five years ago, two of the oldest 
oil companies in this country were merged into one unit 
and their separate identities were dissolved. The two 
units were Tide Water Oil Co. of New Jersey, founded 
in 1888, and Associated Oil Co. of California, founded in 
that state in 1901. The name of the combination is 
Tide Water Associated Oil Co., the same which held 
control of the separate units until 1936 as a holding 
company and then decided to operate them both as 
an individual unit in the interest of economy and 
expansion. 

Tide Water Associated Oil Co. has long been driv- 
ing toward a definite objective. This goal has been 
the acquisition of sufficiently large reserves of crude 
petroleum to permit profitable expansion of sales to- 
gether with adequate and modern facilities for both 
production and distribution. So far the pursuit of the 
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program has been successful. There is no evidence of 
haste without caution, for each new step seems definitely 
to fit into a preconceived pattern with little or no back- 
tracking. 

At the present time Tide Water Associated has control 
of approximately 1,000,000 acres of oil lands, both proven 
and undeveloped; 4 refineries with a combined capacity 
of approximately 125,000 barrels of crude petroleum 
daily; whole or partial interest in over 4,000 miles of 
pipe lines; a large fleet of ocean going tankers, barges 
and other marine equipment having a total carrying 
capacity of well over 1,500,000 barrels, as well as about 
1,800 railroad tank cars, nearly 1,000 motor trucks, trail- 
ers and other miscellaneous equipment. 

Storage facilities are adequate for nearly 11,500,000 
barrels of crude oil and close to 24,000,000 barrels of 
refined products. Distribution is obtained through more 
than 300 bulk stations, about 1,400 retail service stations 
which are directly controlled, as well as countless dealer 
agencies located mostly on the Atlantic and Pacific 
coasts, with a small number in Hawaii and the Philip- 
pines. Deep water shipping facilities are maintained on 
both seaboards. Some foreign business is done but it is 
mostly in Canada and Japan and at best, accounts for 
but a modest part of gross income. A refinery having a 
capacity of approximately 6,000 barrels a day is oper- 
ated by the Mitsubishi Oil Co. of Japan in which Tide 
Water Associated has a 50 per cent interest. 

Oil lands are owned or controlled in practically every 
producing area of the United States although it is prob- 
able that the larger holdings lie along the Pacific Coast. 
Only about 10 per cent of the total acreage is in pro- 
duction, but from this area has been coming well over 
20,000,000 barrels of petroleum yearly and the output 
should increase. Crude oil reserves were estimated offi- 
cially at the beginning of last year at 375,000,000 bar- 
rels, or about 18 years of production at recent operation 
rates. Added to these will be the output of Pacific West- 
ern Oil and George F. Getty, Inc., whose California 
properties are now being operated by Tide Water Asso- 
ciated on a fixed fee and operating cost arrangement. 
The same agreement provides for further exploration 
and land acquisition on a pro-rata basis for both new 
acquisitions and expenses. Tide Water Associated has 
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interests in many famous oil fields, the most prominent 
ones being a nearly 7 per cent participation in the 
Kettleman North Dome of California and a 75 per cent 
interest in the properties of the former Pelican Oil & 
Gas Co. in the Rodessa field of Louisiana. 

Tide Water Associated Oil has a community of in- 
terests with Skelly Oil Company which may, at some 
later date, result in a merger of these two small but 
complete pertoleum units. The major mutual interest 
is Mission Corp., which owned 571,157 shares of Skelly 
or 57 per cent of the outstanding common and 1,112,023 
shares of Tide Water Associated at the close of 1940, 
as well as approximately 45,000 shares of Pacific West- 
ern Oil with whom Tide Water has already made an 
operating agreement. Negotiations to this effect have 
been in progress for some time although in the fashion 
which is characteristic of both companies, nothing is 
being done in a rush. Should the merger eventually 
be completed, the resulting economies of operations and 
added facilities of production and distribution would 
be favorable to the shareholders of Tide Water Asso- 
ciated Oil as well as those of Skelly Oil Co. 

The company has never made a business of specialty 
products, preferring to confine itself to the more com- 
monplace motor fuels, burning oils and high grade lu- 
bricants for all purposes. The products made are of excel- 
lent quality and cover the normal range of demand. Pos- 
session of a natural gasoline plant with an average daily 
capacity of about 15,000 gallons gives the company a 
relatively small supply of high octane rating gasoline 
but despite the fact that a certain amount is sold each 
year, the company has no great immediate interest in 
aviation fuel. 

The company’s refining facilities are modern and well 
suited to the production of the materials which consti- 
tute the major interests. The largest unit of the four 
now in operation is located at Bayonne, N. J., on New 
York Bay. This plant has a daily crude capacity of 
nearly 60,000 barrels and better than 21,000 barrels of 
“cracked gasoline.” The next largest plant is located 
near San Francisco at Avon, California. This outfit can 
handle about 42,000 barrels of crude and 23,000 barrels 
of “cracked gasoline” daily. The Watson Refinery near 
Los Angeles and the Drumright plant in Oklahoma make 
up the balance of the refining facilities with capacities 
of 14,000 barrels and 12,000 barrels of crude oil daily. 
The Drumright plant also includes the previously re- 
ferred to natural gasoline separation unit. 


Dependence on Bought Crude Declining 


In recent years, through the operation of prorations 
in various oil states, the company has been forced to 
purchase approximately two-thirds of its crude oil re- 
quirements. The recent Pacific Western Oil agreement 
will probably make it unnecessary to purchase quite such 
large quantities of crude oil in the open market although 
such buying will still be necessary. It is the hope of ac- 
quiring a lesser dependence upon open markets that has 
prompted the constant search for additional production. 
Over the longer term, crude produced from the com- 
pany’s own properties has been increasing in quantity. 
For instance, 10 years ago the company’s wells produced 
approximately 16,000,000 barrels of crude yearly as com- 
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Nesmith Pheto 
A Tide Water tanker passing under one of New York's bridges. 


pared with approximately 22,000,000 barrels in 1940. 
Last year’s sales of all oil products ran slightly below 
those of 1939 when nearly 61,000,000 barrels were dis- 
posed of. The largest decline was during the second half 
of the year and reflected mainly the unsettled conditions 
on the Pacific Coast due in great part to a dropping off 
of exports to Russia and the Orient. So far this year, 
business has been about up to average with good demand 
for fuel oils as well as better than seasonal demand for 
motor fuel with the result that sales in the first 6 months 
of 1941 are likely to at least equal those of 1940, which 
were excellent. Better than average consumer buying 
power and some improvement in the underlying retail 
petroleum business give promise of increased earnings 
for 1941 despite higher taxes and moderately increased 
operating costs. 

Although the volume of sales tapered off in the last 
half of 1940, the excellent results of the first 6 months’ 
operations helped the company to report $1.14 a share 
for the year as compared with $1.05 a share in 1939. 
During the first 6 months of 1940 earnings of $0.75 a 
share were reported, or $0.56 a share more than in the 
initial 6 months of the previous year. Second half earn- 
ings were but $0.39 a share in 1940 as compared with 
$0.96 a share in the final 6 months of 1939. Neverthe- 
less, $1.14 a share for 1940 was very satisfactory, for it 
was substantially higher than the average for the past 
10 years and only in 1937 were earnings well above 
1940 results. 

Higher corporate income taxes have naturally taken 
their toll of the company’s income, in keeping with all 
other oil companies, but on (Please turn to page 732) 
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Retail Trade Spurt 


Retail buying in the month of 
February was the heaviest since 
1930. Sales of chain stores and mail 
order houses were some 1214% over 
the level a year ago, while gains in 
department store sales were about 
12%. The gains by various indi- 
vidual retailers were even more im- 
pressive. There is no doubt that 
these gains reflect increased employ- 
ment and higher payrolls and al- 
though the most conspicuous gains 
were shown in industrial areas 
where the defense program is havy- 
ing its greatest impact, the wave of 
consumer buying appears to have 
enveloped virtually the entire na- 
tion. It is not an unlikely assump- 


tion that many consumers, fearful 





Courtesy The B & O Railroad Co. 





For Profit and Income 








of higher prices, have been stocking 
up in an effort to “beat the gun.” 
Some of the more impressive gains 
shown by leading retail organiza- 
tions include Sears, Roebuck, 22.4%; 
Montgomery Ward, 10.8%; F. W. 
Woolworth, 7%; W. T. Grant, 
10.8%; J. J. Newberry, 14.7%; H. L. 
Green, 8%; G. C. Murphy, 12.6%; 
Kroger Grocery, 8.2%, and Jewel 
Tea, 28.4%. From this it will be 
seen that all classes of merchandise 
were apparently in demand. Re- 
ports indicate that there has been 
no diminution in retail volume this 
month, although actual figures may 
suffer somewhat by comparison with 
a year ago, when an early Easter 
was an important factor. The only 
drab spot in an otherwise bright pic- 
ture is the probability that most 





“An increase of 9.4%, in carloadings for 1940." This is the authoritative forecast 
of Raiph Budd, Transportation Commissioner of NDAC. Such a gain would mean 
much in terms of interest coverage and earnings to many railroads. 
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retail divisions will experience con- 
siderable difficulty in carrying more 
than a small part of sales gains to 
net, owing to the increased amounts 
which will be absorbed by higher 
operating costs and increased taxcs 
this year. 


Excise Taxes 


More and more talk is heard in 
Washington that increased excise 
taxes will be embodied in the next 
tax legislation. Among some of the 
items which may be singled out for 
higher taxes are beer and _ ale, 
whisky and other spiritous liquors, 
cigars and cigarettes, gasoline, soft 
drinks and cosmetics. In addition 
the imposition of excise taxes may 
be used as a means of restricting 
consumer demand for such products 
as washing machines, electric refrig- 
erators, electrical appliances and 
automobiles, in order to divert raw 
materials, manufacturing facilities 
and labor used in their manufacture 
to the defense effort. In Canada, for 
the purpose of conserving foreign 
exchange and making a greater pro- 
portion of manufacturing facilities 
available for armament purposes, 
not only are prohibitive import 
duties levied, but a ban has been 
placed on the manufacture of new 
models of vehicles, railway rolling 
stock, bicycles, refrigerators, cook- 
ing and heating equipment, sewing 
and washing machines, radio sets, 
vacuum cleaners, humidifiers, type- 
writers, glass and containers and 
virtually all appliances and equip- 
ment. This is not to imply that 
similarly drastic action is imminent 
here, but merely to suggest the in- 
dustrial pattern in an all-out war 
effort. 
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Better Prospects for "Moly" 


Climax Molybdenum was one of 
the earliest corporate war casualties. 
Prior to the outbreak of the war the 
company’s sales of molybdenum had 
been increasing in leaps and bounds, 
and earnings set a new high record 
in 1939. More than two-thirds of 
the company’s output, however, was 
exported, principally to Germany, 
Japan and Russia. With the advent 
of the war a large portion of this 
market disappeared. As a conse- 
quence the company’s earnings last 
year suffered a sharp decline to 
$2.40 a share, comparing with $4.09 
a share in 1939. Dividends last year 
totaled $2.20 a share against $3.20 
in 1939. Recently, however, the 
company’s shares have been quoted 
at the best levels this year, appar- 
ently in response to developments 
which seem likely to enlarge appre- 
ciably the domestic market for 
molybdenum. Recent specifications 
of OPM have called for the use of 
molybdenum in heavy steels, replac- 
ing nickel and tungsten, and while 
it is unlikely that either of the lat- 
ter metals can be entirely replaced, 
the company has an opportunity at 
least to partially offset the loss of its 
important foreign markets. 


New Financing 


Last year, according to a recent 
SEC report, a total of 377 invest- 
ment firms participated in the un- 
derwriting and public sale of 179 
registered security issues aggregat- 
ing $1,620,317,000. Bond issues ac- 
counted for 78.2% of the total; 
preferred stock issues 15.6%; and 
common stock issues 6.2%. The five 
firms having the largest underwrit- 
ing participations were First Boston 
Corp., Harriman, Ripley & Co., 
Smith, Barney & Co., Dillon, Read & 
Co., and Kuhn, Loeb & Co., in the 
order named. 

* * * 

Corporate financing in February 
totaled $150,080,329, compared with 
$277,606,000 in January and with 
$254,089,400 in February, 1940. Re- 
funding accounted for 72% of the 
total this year. The month of March 
promises to be a much more active 
month. 

* * * 


Among recent and_ prospective 
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Leading Companies 


Earned Per Share 
1939 1940 


Company 
Amer. Rad. & Stand. Sanitary Corp. $0.34 $0.70 
American Locomotive........... d4.45 0.50 
American Rolling Mill........... 0.69 1.96 
Beech-Nut Packing.............. 5.65 6.61 
Chicago Pneumatic Tool.......... 33 3.01 
COERMOINY. 2 Sie eds cee Recus 6.82 6.77 
Consolidated Aircraft............ 1.79 2.30 
Corn Products Refining Co........ 3.32 3.10 
Doehler Die Casting. .... : 2.43 3.68 
Eastman Model. .............. 8.26 7.96 
General American Transportation 3.11 4.11 
Lockheed Ajircraft............ 4.04 3.17 
National Malleable & Steel Casting 2.60 3.05 
Phelps Dodge..... , ans 2.42 2.49 
Pittsburgh Forgings. we 1.33 2.13 
Pressed Steel Car. . d1.71 2.34 
Reynolds Metals............... 1.22 2.10 
Shell OU... ces nite a 1.98 3.28 
Thompson Products............. 3.90 5.17 
United Aircraft................. 3.53 4.94 
NUN IN so sis cicaaceees 0.17 3.12 
Wm. Wrigley Jr. Co es ar 4.41 4.19 





Report 1940 Earnings 


COMMENT 
Taxes up $1.7 millions. No liability for excess profits tax. 
Unfilled orders $138.3 millions; $71.0 millions for Britain and 
Canada. 
Current operations at capacity. Taxes equal to $1.05 a share. 
Earnings made better showing than average in company's field. 
Sales last year best in company’s history. 
Tax increase of more than $5.0 millions cuts net. 
Large unfilled orders promise further ings gains. 
Higher costs cut net despite sales gains. 
Taxes up 476% in 1940, but record sales aid net. 
Sales up $7.0 million, Recent tax dments beneficial 
Further gains in current earnings probable. 
Present backlog $262.3 millions. N ing exp $ 
cut net, 
Current outlook promising. Further earnings gains likely. 
Sales gains absorbed by higher costs and taxes. 
Current operations well ahead of last year. 
May eliminate preferred arrears in near future. 
Earnings last year best since 1929. 
Operating economies permit better-than-average showing. 
Taxes last year were equal to $6.36 per share. 
Taxes up tenfold. Backlogs up 250% to $445.1 millions. 
Sales largest since 1929. Prospects good. 
Sales up $1.5 millions, a new record, Taxes gain $2.0 million. 














new offerings the following are some 
of the more important issues: 

Philip Morris & Co., Ltd., Inc., 
148,991 shares 444% preferred 
stock @ 100. Lehman Bros. and 
Glore, Forgan & Co. 

Indiana Associated Telephone, 
18,750 shares $5 preferred stock 
@ 105.50. Bonbright & Co., 
et al. 

State of New York Housing Serial 
bonds, priced to yield according 
to maturity. Bank of Manhat- 
tan, et al. 

Monsanto Chemical, 75,000 shares 
$4 preferred stock @ 103.50. 
Smith, Barney & Co. 

Wheeling Steel Corp., $30,000,000 
Ist Mtge. 314% bonds due 
March 1, 1966, @ 97.50. Kuhn, 
Loeb et al. 

Rheem Mfg., 80,000 shares 5% 
convertible $25 par convertible 
preferred stock @ 25. Blyth & 
Co., et al. 

Swift & Co., $25,000,000 20-year 
and serial debentures. Price and 
coupon to be announced later. 
Salomon Bros. & Hutzler. 

Pacific Gas & Electric Co., $110,- 
000,000 first and refunding 
mortgage bonds. Price, coupon 
and syndicate to be announced 
later. 

Republic Steel Corp., $65,000,000 
first mortgage bonds due 1956. 
Coupon to be announced later. 
Dillon Read & Co., Glore For- 
gan & Co., Lehman Bros. 





General Telephone 


Outside of the Bell System, Gen- 
eral Telephone operates the most 
extensive system of telephone ser- 
vice in the United States. The com- 
pany, organized in 1935 as successor 
to Associated Telephone Utilities 
Co., has shown persistent gains in 
both operating revenues and net in- 
come in recent years. Last year 
operating revenues registered a gain 
of about $2,000,000 and net income 
was up from $1,674,405 in 1939 to 
$2,040,153. After provision for pre- 
ferred dividends net available for 
the common shares in 1940 was 
equal to $2.65 on the 639,988 shares 
of common stock outstanding at the 
close of the year, or $2.71 a share 
on the average number of common 
shares outstanding during the year. 
In 1939, net was equal to $2.12 a 
share on 684,815 shares of common. 
During the past year both the com- 
pany and some of its operating sub- 
sidiaries carried out refunding opera- 
tions involving a savings in both 
interest charges and preferred divi- 
dends and a general simplification 
of capital structure. Ahead of the 
company’s own common stock are 
135,000 shares $2.50 convertible 
preferred stock. Late last year the 
company placed its common stock 
on a $1.40 annual dividend basis. 
Recently quoted around 20, the 
shares in their price class invite 


(Please turn to page 736) 
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BUSINESS: As the company's name implies, it is a manufacture of 
roller bearings and is rated as the second largest in the industry. 
Roller bearings are particularly useful in the fabrication of automobiles, 
motors, engines, railroad rolling stock, tractors and many types of 
machinery where they are rapidly replacing the older ball-bearing. 
Naturally, the automotive industry is the largest customer for Bower's 
products although sales to manufacturers of other types of machinery 
constitute a not inconsiderable amount. Industrial sales have recently 
been stimulated by the high demand for machinery and similar items 
due to defense measures. Sales in the automotive field are made 
direct but the general industrial field is covered by the Ahlberg 
Bearing Co., of whose shares Bower has a substantial amount. 


FINANCIAL POSITION: The sole capital obligation of the company 
is 300,000 shares of $5 par value capital stock, outstanding from an 
authorized issue of 500,000 shares. Although the company is relatively 
a small one, its financial position is strong. At the date of the latest 
available balance sheet total current assets of $3,444,931 were better 
than 3 times larger than total current liabilities of $1,132,669. Of the 
total current assets, approximately $1,772,000 was in cash or U. S. 
Treasury bills. Inventories, shown at less than $950,000, were only 
of moderate size in comparison with the company's sales. Dividends 
have been maintained unbroken since 1935. 


OUTLOOK: Last year's sales were strongly stimulated by increased 
demand from the machinery and machine tool industry which is prob- 
ably past its peak. Also, it is possible that automotive demand will 
subside in the nearer term. But, since the bearings are used in every 
conceivable type of machine where rotary motion is involved, it is 
probable that the needs of the aviation industry, tank, truck and 
tractor manufacturers and shipbuilders will take up the slack. At 
least another year of peak activity is indicated. 


MARKET ACTION: Bower Roller Market Bower's moves in 
Bearing Co. Average telation to avge. 
"37 high to '38 low....... 60% decline 64% decline 6% narrower 
*38 low to '38 high....... 100% advance 16% advance 31% wider 
"BB high to'39low....... 30%decline 34% decline 11% narrower 
*39 low to '39 high....... 719% advance 44% advance 80% wider 
*39 high to ‘40 low....... 22% decline 45% decline 50% narrower 


Average volatility on five moves, 22% narrower on declines and 55% wider on advances 
the M. W. S. index of 290 common stocks. 


COMMENT: Recent price—35. Earnings will probably increase 
moderately in 1941 despite the fact that under present tax laws the 
company is vulnerable to excess profits taxes. 


Long-Term Record 


NetSales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends ange 
Ss NA $.232 $0.96 $1, 17 -161% 
ao N 1 0.67 0.45 103%4- 5 
1933.. NA -247 1.03 aie 1014- 3 
1934 NA 616 2.57 0.75 1714-9 
ey: $6.313 839 2.80 1.00 ee 
| 6.668 1,070 3.57 2.50 2614-21 
ae 7.489 1,220 4.07 3.00 3534-1546 
Re 3.807 450 1.50 1.00 28 -14 
ee 5.816 969 3.23 2.00 34%-1 9% 

_ eres NA 1.118 3.73 3.00 395-26 
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BUSINESS: Carpenter Steel is far from being the largest manufac- 
turer of various types of alloy steel but it is among the oldest in this 
comparatively new industry. The products cover a wide range of 
alloys and are highly regarded in the trade. Most of the steels are 
sold in the form of bars, strips and a lesser amount of ingots. Pur- 
chasers usually finish the products themselves for further sale to the 
automobile, aviation, machine tool and the electrical equipment indus- 
tries. Carpenter Steel Co. owns several patents for the free machin- 
ing of stainless steels for which licenses have been granted to a 
number of fabricators on a royalty basis. Revenues from royalties, 
however, are as yet only of modest proportions although they promise 
to be more important in the future. The company's production capacity 
was last reported at about 39,000 tons per annum of electric steel 
ingots and 28,000 tons yearly of semi-finished products. Since that 
time, capacity has been expanded by the addition of facilities esti- 
mated to cost approximately $800,000 when completed. 

FINANCIAL POSITION: About 360,000 shares of common stock, 
constitute the only capital obligation of the company. The balance 
sheet for the fiscal year ended June 30, 1940, indicated no bank- 
loans or other notes payable. The same report showed the com- 
pany to be in a strong financial position with total current assets of 
$5,797,407 being better than 4 times larger than total current liabili- 
ties of $1,296,592. Cash items alone were almost double the total 
quick debt. Although the company spent approximately $250,000 on 
improvements during the last fiscal year, working capital was never- 
theless $500,000 stronger than at the close of the previous fiscal period 
and the equity value of the shares rose to approximately $21.33 a share. 
OUTLOOK: Both the near and long term outlook for the stainless 
steel industry are good. Sales in the near term will continue to be 
strongly stimulated by defense efforts which will, in turn, introduce 
the product to new users and thus insure an increasing market. 


5 Carpenter Market Carpenter's moves 
MARKET ACTION: Stee Co. Average in rel. to avge. 
'37 high to '38 low....... 63% decline 64% decline 1% wider 
‘38 low to '38 high....... 82% advance 16% advance 8% wider 
38 high to ‘39 low..-.... 38% decline 34% decline 12% wider 
39 low to '39 high....... 138% advance 44% advance 191% wider 
39 high to '40 low....... 33% decli 45% decline 7% narrower 


ine 
Average volatality on five moves 39% greater than the M. W. S. average of 290 com- 
mon stocks, 


COMMENT: Recent price—27. Added capacity will permit better 


earnings. Fiscal year now makes new tax rates applicable to earnings. 


Long-Term Record 


NetSales Netincome Net Per Divi- Price 
Year* (millions) (millions) Share dends Range 
1002.........: Cs 4.394 d1,09 NC NA 
es 1.490 d.548 d1,52 NC NA 
“ERR 3.481 -182 0.50 NC NA 
7905.......... Foes 399 1,11 NC NA 
See 5.369 .673 1.87 NC NA 
eae 7.953 1,191 3.31 NC 335-131 
i 4.945 247 0.68 $0.40 221-12 
TE cecccccss | Me .317 0.88 1.30 33-13 
SSE 9.899 F 3234-226 


1.459 4.05 2.75 
* Fiscal year ends June 30. d—Deficit. NC—Not computable due to capi- 
tal changes. NA—Not available. 
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CHESAPEAKE & OHIO RAILROAD CO. 
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BUSINESS: As one of the four great eastern trunk lines, Chesapeake 
& Ohio Railroad Co. operates an extensive railroad system serving the 
Virginia Seaboard, the rich bituminous coal fields of Virginia, West 
Virginia, and Kentucky, the strongly industrialized areas of Ohio and 
through connections with the Pere Marquette, other mid-western in- 
dustrial centers. The C. & O. originates more bituminous coal ship- 
ments than any other railroad so it is not surprising that coal constitutes 
anywhere from 70 per cent to 80 per cent of an average year's traffic. 
The road and its equipment are constructed around the most efficient 
way to handle coal shipments. All other traffic is only incidental and 
passenger traffic is unimportant. In times of high industrial activity, 
the C.. & O. is pushed to the peak of its carrying capacity. 


FINANCIAL POSITION: The company has maintained a strong 
financial position throughout the worst years of the depression. As 
a result it has achieved a high credit rating which is evident in the 
fact that the company has been successful in refinancing more than 
half ef its funded debt on very low interest bases. A new issue of 
serial bonds, carrying rates of from 0.35 per cent to 2.90 per cent 
according to maturities, was recently sold to replace an issue of 
$29,100,000 not due until 1963 but carrying a 3!/2 per cent coupen. 
After the refinancing, the funded debt was approximately $220,000,000 
with no important near term maturities. The various bonds are followed 
by 153,153 shares of non-cumulative $4 preference and 7,657,677 
shares of $25 par valae common stock. The latest asset ratio reported 
was 2 to I although at the time, cash alone was equal to the entire 
current debt. Working capital is adequate for the company's needs. 


OUTLOOK: Despite heavier taxes, C. & O. showed a sharp gain in 
earnings per share last year. It is probable that this year's results 
will be equally as good as a year ago and that the current dividend 
rate will be continued, if not improved later in the year. 


MARKET ACTION: Chesapeake & Market C. & O. moves in 
Ohio R. R. Average relation to avge. 

'37 high to '38 low....... 68% decline 64% decline % wider 

'38 low to '38 high....... 75% advance 16% advance 1% narrower 

'38 high to '39 low....... 30% decline 34% decline 12% narrower 

'39 low to '39 high....... 75% advance 44% advance 10% wider 

‘39 high to '40 low....... 55% decline 45% decline 20% wider 


ane volatility on five moves 16% greater than the M. W. S. average of 290 common 
locks, 


COMMENT: Recent price—40. The road has omitted its common 
dividend in only one of the last 20 years and only once prior to that 
time during the current century. 


Long-Term Record 


Gross Opr. ah - 
Revenues Netincome Net Per Divi- Price 

Year oy tae (millions) Share dends Range 
1931.......... $119.6 $26.696 $3.49 $2.50 461-2338 
| | ROR ese 98. 23.528 3.07 2.50 311Q- 95% 
1933. 106.0 28.240 3.69 2.571% 4914-2454 
, ee 109.5 062 3.67 2.80 ¥g-39' 
| 114.0 31.039 4.05 2.80 5314-3714 
i ae 135.5 .790 5.72 3.80 est 
re 127.3 34.562 4.43 3.80+ 68%-31 
oe 106.4 20.683 2.62 2.00 yar 
re 118.7 27.343 3.49 2.50 4714-27 
|| eee 132.7 452 le 3.25 4414-3012 

+ “A” preference stock per share. 
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BUSINESS: Eaton Manufacturing Company was once mostly a mane 
facturer of automotive axles but in more recent years the manufac- 
ture of various types of automobile springs and stampings has come to 
be the principal source of income. While the character of the main 
products has changed, the company is still highly dependent upon the 
automotive industry for the largest part of its business. In an effort to 
diversify sales outlets, Eaton Manufacturing Co. began to manufae- 
ture airplane parts. This line has become increasingly important in 
the last year due in great part to the heavy demand from military 
sources for aviation equipment. More closely to concentrate upon 
the more profitable ends of the business, the company recently sold its 
automobile bumper division and the remainder of its jobbing and 
service branches operated under the name of Eaton Products, Inc. 


FINANCIAL POSITION: There is no funded debt ahead of the 
703,646 shares of $4 par value capital stock outstanding and no benk 
loans or similar obligations. The 1940 balance sheet showed a stron 

financial position with a current asset ratio of better than 2 to |. Cas 

items of $4,563,649 at the close of last year were equal to nearly 80 
per cent of the then total current liabilities of $5,857,106 and since 
that time have been improved by the sale of assets mentioned above 
at their book-value. Earnings would have been substantially greeter 
last year had it not been for the fact that normal income tax pay- 
ments were nearly a million dollars higher than in 1939 and excess 
profits taxes took $1,208,000 in addition. The Increase in taxes was 
equivalent to better than $3 a share of common stock as compared 
with net earnings of $4.25 a share for the period. 


OUTLOOK: Continued good demand for the company's products 
indicate high earnings for the period of defense activities. Possible 
changes in tax laws may permit better per share earnings. 


MARKET ACTION: Eaton Market Eaton's moves in 
Mfg. Co. Average relation to avge. 
'37 high to '38 low....... 72% decline 64% decline 12% wider 
38 low to '38 high....... 149% advance 16% advance 87% wider 
‘38 high to '39 low....... 40% decline 34% decline 19% wider 
39 low to '39 high... 103% advance 44% advance —«-134% wider 
'39 high to '40 low....... 61% decline 45% decline 39% wider 


‘ aaa volatility on five moves 58% greater than . W. S. index of 290 common 
locks, 

COMMENT: Recent price—32. Considering the type of business in 
which the company is engaged, its long unbroken dividend record aad 
single deficit in the past 13 years indicates sound management aad 
earning ability. 


Long-Term Record 





Net Sales Netincome Net Per Divi- Price 
(millions) (millions) Share ends Range 
NA $.243 $0.37 1.45 21%- 5% 
NA d.674 d1.04 0.25 9%- 3 
NA .360 0.55 0.20 6 - 3} 
NA .978 1.44 1.00 224-121 
NA 1.838 2.65 1.50 1 
NA 2.391 3.43 2.8714 4014-281 
28.196 2.569 3.65 2.75 3714-15 
14.786 .023 0.03 0.25 25 Hy3 
6.864 2.707 3.85 2.50 304-1514 
| NA 2.995 4.25 3.00 37 -22 


NA—Not available. d—Deficit. 
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BUSINESS: Texas Gulf Sulphur Company is the larger of the two | 
American sulphur producers. Sulphur properties are owned or con- | 
trolled in Texas and Louisiana. The largest properties are the Boling 
and Long Point Domes, estimated to have a productive life of better | 
than 30 years under present methods of recovery. Sulphur is mined by 
circulating boiling water through the sulphur bearing rocks and decant- 
ing the mineral when it solidifies. No great amount of labor is | 
involved in the process and the product is unaffected by the atmos- 
phere which makes it possible to store huge quantities of the material 
out-of-doors. Paper and the chemical industries are the largest con- 
sumer of sulphur. Both industries are operating at high speed with 
the result that the demand for sulphur is excellent. As the lowest cost 
sulphur in the world, American products are in good foreign demand 
despite the war. Export sales are handled in conjunction with those of 
Freeport Sulphur through a jointly owned export company. 


FINANCIAL POSITION: The company has no funded debt nor bank 
loans. The only capital obligation is an issue of 3,840,000 shares of | 
no par value capital stock. At the date of the latest balance sheet | 
the company was in an exceptionally strong financial position with 
cash alone in excess of $13,259,000 as compared with total current 
liabilities of only slightly more than $2,789,000. Total current assets— 
including inventories of $16,569,000— amounted to $32,475,390, or 
nearly 15 times the current debt. Inventories, which are reported at 
cost, are more valuable than indicated and since there is no spoilage 
or obsolescence, retain their value until sold. Failure to continue mine 
workings would not jeopardize future operations and thus would permit 
working off surplus stocks if need be. 


OUTLOOK: The need for sulfuric acid for steel making and other 
defense activities promises a record demand for sulphur this year. 
Increased fertilizer sales this spring will add to other demand. 


MARKET ACTION: Texas Gulf Market T-G's moves in 
Sulphur verage relation to avge. 
'37 high to '38 low 41% decline 64% decline 35% wider 
38 low to '38 high... 54% advance 16% advance 23% wider 
‘38 high to '39 low.. 32% decline 34% decline 6% narrower 
'39 low to '39 high. 48% advance 447% advance 9% wider 
'39 high to ‘40 low.... 30% decline 45% decline 33% narrower 


foes volatility on five moves 6% greater than the M. W. S. index of 290 common 
stocks, 


COMMENT: Recent price—35. Record high sulphur demand promises 
continued high earnings and no revision in the long maintained dividend 
record. 

Long-Term Record 


Gross 


Revenues ee income oo Per Pace Evins 

Year (millions millions are ends ange 

ts $8.943 $3.52 $3.25 5534-191 | 
5.910 2.33 2.00 263/4-12 | 
7.444 2.93 1.25 4514-1514 | 
6.958 1.81 2.00 4314-30 
7.468 1.94 2.00 3634-283, | 
9.853 2.57 2.50 4-33 | 
11,589 3.02 3.75 44-23%, | 
6.964 1.81 2.00 -26 
7.847 2.04 2.00 Ho a 
9.141 2.38 2.50 3714-26% | 
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BUSINESS: Todd Shipyards Corp. represents a combination of two 


| of New York City's oldest and best-known shipyards with a number 
| of other yards located in various ports on the Gulf and the Pacific 


Ocean. Earlier in the company's history its major activities were con- 


| fined to dry-docking and repair work with only small craft construction. 


Now the company is able to handle large ship-building jobs, conversions 
and the usual run of ship repair work as well. Last year Todd acquired 
a 50 per cent interest in the Seattle-Tacoma Shipbuilding Corp. which 
had—among other things—orders from the Maritime Commission for 
5 type Cl cargo vessels at a total cost of $10,635,000. Additional 
orders have resulted in the construction of more facilities in the North- 


| west where 60 vessels, costing about $1,600,000 each, will be built. 


FINANCIAL POSITION: At the date of the latest balance sheet 


there were outstanding purchase money obligations payable from 194! 


| to 1945 amounting to $334,879 and about $7,500 in notes payable 


ahead of the 205,402 shares of no par value capital stock. Since that 
time the prior debt has been substantially reduced, if not completely 
retired. A current asset position of better than 6 to | indicated no 
cause to worry on that score. Cash items alone were approximately 
double the entire current debt. Net working capital of nearly $7,000,- 
000 was more than ample for the expanded needs of the company and 
the common equity was equal to $106.69 a share. Higher taxes and 
vulnerability to excess profits taxes under the present law will probably 
take a heavy‘toll of current and future earnings although business 
has been so improved that the company will continue to make a 
strong comparative showing with recent years. 

OUTLOOK: There are no indications that shipbuilding will be discon- 
tinued even after the crest of defense preparations has passed. -Work 
on hand at this time is ample to hold operations at a high rate of 
capacity for the next several years at least and even longer. 


MARKET ACTION: Todd Ship- Market Todd's moves in 
yards Corp. Average relation to avge. 
'37 high to '38 low..... 40% decline 64% decline 37% narrower 
‘38 low to '38 high..... 87% advance 16% advance 16% wider 
‘38 high to '39 low.... 457% decline 34%, decline 32% wider 
| "39 low to '39 high...... 80% advance 44% advance 82% wider 
‘39 high to '40 low... 32% decline 45% decline 29% narrower 


ae volatility on five moves 13% greater than the M. W. S. index of 290 common 
stocks, 


COMMENT: Recent price—88. The company has an unparalleled 
earnings and dividend record in an industry noted for its sharp cyclical 
fluctuations. 
Long-Term Record 
Gross Opr. 


Revenues Netincome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
e0e2.... NA $.928 $4.26 3.50 50 -15% 
1932.... NA 695 3.31 1.25 18%-10 
1933.... NA .403 1.92 1.00 2814-101 
1934..... NA .668 3.23 1.25 8 -19 
1935.... NA 468 2.27 2.00 34 -231% 
1936... NA .787 3.81 4.00 54 -32%, 
1937. NA 1.421 6.88 5.00 74-32%, 
1938..... NA 1.761 8.56 5.50 82 -44 
LS NA 50 1.21 2.50 81 -45 
| ee $17.428 8.00 10034-55 


A (833 4.05 
* Fiscal year ends March 31. NA—Not available. 
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BUSINESS ACTIVITY 
M.W.S._ INDEX 
CONCLUSIONS 
INDUSTRY—Dividends again running 
well ahead of last year. 
TRADE—Sales comparisons with last 
° year recede temporarily owing to 
°o 
7 late Easter this year. 
w 
7 
” COMMODITIES—Both futures and 
. spot prices at new highs for 1941. 
Speculative interest gains. 
of two MONEY AND CREDIT — Business 
ware loans by New York banks resume 
oan gains. Gold receipts add to excess 
a reserves. 
ulre 
‘which 
yn for 
itional 
North- 
sheet 
1941 
able 
» that 
letely 
od no 
ately 
:000,- . ee 
y and Per capita Business Activity, as measured 
sand by this publication's index, has sagged a bit BUSINESS CREDIT 
_ further during the past fortnight through in- FEDERAL RESERVE BOARD 
 . ability of the steel and motor industries, already 
operating at near capacity, to expand produc- 
scon- tion at a normal seasonal pace; but carloadings, 
Work electric power output and paperboard produc- 
sdiaas tion—each representative of industry as a whole 
—are all reporting better than normal seasonal y i 
_ gains. For the month of February, per capita 
a business activity rose to 110.3% of the 1923-5 ” , 
. average, compared with 109.6 in January and eee 
wer 99.0 during February of last year. Without ra 
ma compensation for population growth, the index * ‘ 
leled reached 128.4, in February, against 127.6 for a 
ical January and 114.9 during February, 1940. Ad- = J 
justed to the basis on which the Federal Reserve . f 
Board's index of Industrial Production is ° 
computed, our own index of Business Activity 4 
we was 135%, of the 1935-9 average during Febru- z — TOTAL INVESTMENTS 
15% ~*~ compared with 134 in January and 120 for 
101% February a year ago. s 
19 — 3| COMMERCIAL LOANS | ss? 
334; Income Payments during January, though 
ro seasonally lower than in December, were 7%, . 
55 above last year, with Payrolls staging an in- BANK DEBITS! 
crease of 10%. Non-agricultural Employment Cees so Die oh ee ee 5 peek 
in January totaled 36,343,000—I,868,000 more JFMAMJJASONODJFMAMJJA SOND 
4 than a year earlier—with unemployment showing 1940 1941 
: (Continued on next page) +10 WEEK RUNNING AVERAGE OF 140 CITIES 
JET MARCH 22, 1941 715 



































































Business and Industry 


































































































Latest i La 
a — i PRESENT POSITION AND OUTLOO 
INDUSTRIAL PRODUCTION (a)| Feb. 140(pl) 139 116 
INDEX OF PRODUCTION AND ousannaiiaiisitiisadihiit a 
TRADED)... .. 0.065. ccee cae Jan. 102 102 93 a drop of 1,499,000 according to estimates re- 
FIRMED oo arsio eae cos ea eae Jan 103 105 94 leased by the National Industrial Conference 
Durable Go0ds.. .....2..20002.. Jan 106 103 88 Board. Dividends declared during February were 
Non-durable CTS, Fe ee | Jan 101 106 98 11% more liberal than a year earlier, more than 
Primary Distribution See eee Jan 95 95 90 overcoming the drop in January and making a 4% 
Distribution to Consumers....... Jan 103 102 95 increase for the two months. According to the 
Miscellaneous Services......... Jan 94 96 87 N. |. C. B., new orders booked by manufacturers 
-| ae ——| during January were 184% above last year, against 
WHOLESALE PRICES (h)....... Feb. 80.5 80.8 78.7 a rise of only 33% in shipments; yet inven- 
| —_———] | tories on Feb. 1 were only 2.2% higher than a 
ee (n. i. c. 6.) , month earlier and less than 14% above the like 
EES ae ae an. 129.8 127.0 114.1 date in 1940. 
Mew MONOIS 5 6 os bale cs eeaat | Jan 221 219 120 a ees 
SAME As osasinknk cece dake | Jan 169 161 127 Sales in many other lines are showing phenome- 
—— |- — 1 nal gains; though department store comparisons 
COST OF LIVING (d) with last year are beginning to be unfavorably in- 
POM MERINE.. 5 5s.0S< cn, was eeu s's | Feb. 86.1 86.0 85.8 fluenced by this year's late Easter, which falls on 
Fool] Se eee eee. Feb. 78.8 78.7 79.8 April 13 against March 24 last year. Wholesale 
RURSRIRRIN ER ss nce. pahincine om wareow ee Feb. 87.7 87.6 86.6 sales during January were 18% above last year, 
SOME i. is acer aes a ees ats Feb. 73.1 73.0 73.2 compared with a rise of only 12.5% in sales for 
PUPMONELAGHES oo iciadsccew ead Feb. 86.4 86.4 86.0 the 1940 calendar year over the sales in 1939. 
BRR 50 riche hts Saweimror.e weiss Feb. 98.1 98.1 96.9 Inventories carried by wholesale establishments 
Purchasing Value of Dollar......} Feb. 116.1 116.3 116.6 on Feb. 1 were only 6% higher than a year earlier. 
———--—- | On the other hand, merchandise exports during 
NATIONAL INCOME (cm)}..... 1940 S73;800) 0 bhkte $69,400 January were 12% lower than for the like period 
$e ~ a year earlier, compared with a rise of 7% for 
— vere INCOME; | seven months; while January imports were off 
arm Marketing.......... coss| “4940 BSBA... erties 7,861 5%, against a seven months’ gain of 7%. 
ne Gov't Payments......., 1940 .): (2 (i 8,668 ~— + * ry " 
pcs Reeve by Frmen (ee). Jon 10440) 99 | Rumor has it ht las ae vil compe 
Nang ian Avice set 98 Re or placing $15 billions of defense orders for 
Paid (ee) i 85 83 81 Britain and the U. S., following passage of the 
Poesia ae (es ies Lease-Lend Bill, in addition to the approximately 
FACTORY EMPLOYMENT (f) a ‘oe a —— a spectacu- 
ao Jen. «118.0117 100.1 | ‘Mt wpatge in demand, undreamad of two year 
Non-durable Goods. ........-. Jan 112.6 114.8r 109.7 after a decade of underexpansion. Under the in- | 
FACTORY PAYROLLS (f)..... Jan. 119.8 199.4r 99.8 pene huge excess of — yer —: only 
= — a miracle can avert some degree of inflation, and 
RETAIL TRADE capacity operations under rising prices virtually | 
Department Store Sales (f)...... Feb. 102 101 90 assure expanding profits, despite higher tax rates 
Chain Store Sales (g)........... Jan. 124 124 114325 this year. 
Variety Store Sales (g)......... Jan. 126 140 116 
Rural Retail Sales (j)........... | Jan. 145.7 146.1 134.5 ie 
Retail Prices (s) as of........... | Jan. 1292 122 119 ‘ esa ag to a — by the National 
—_——-| — ee ity Bank, 925 manufacturing corporations earned 
FOREIGN TRADE an average of 10.5% on net worth last year, an 
Merchandise Eaperet....65.... | Jan. $325 $322 $370 increase of 25% over 1939. Classified by indus- 
Cumulative a, .| 1940 5 re 3,057 tries, earnings above taxes on net worth last year 
Merchandise Imports f ieoaene ge | Jan. 229 253 242 ranged from a maximum of 25.7% (an increase of 
Cumulative year's..............|/ 1940 2625 asses: 1,950 150% over 1939) for aircraft and parts down to a 
RAILROAD EARNINGS + | aaa —| minimum of 2.5% for the fertilizer producers. 
Sotst Cities Mivennis®..... | he $377,374 $345,639 —— sugar, soft sy brewing, knitted goods, 
Total Operating Expenditures*..| Jan 268,969 257,396 enpret, Suite: ‘shone, aiioer, chorale we 
ae ~~ 35519. 31.943 cement earned less on net worth last year than in 
= Rwy. i Income*®...| Jan 2) ) ye 46,013 oer * * * 
perating Ratio %............ Jan WCt = =— hee ee 74.47 re . : 
Rate of Retum %............. Jen ie [| aoe eee 
BUILDING Contract Awards (k)..| Feb. $270 $305 $201 efficiency records in average freight carried per 
F. H. A. Mortgages | train, average freight train speed, freight train per- 
Selected for Appraisalf........| Feb. 99.7 86.0 84.5 formance per hour, daily locomotive mileage, 
Accepted for Insurancet........ | Feb. 52.1 54.7 45.0 utilization of freight cars and fuel efficiency in 
Premium Payingt.............. Roly 61.3 78.8 51.6 freight service. First half profits this year should 
Building Permits (c) be best in more than a decade. 
PLCS Feb. $80 $86 $69.4 2 i 
New York Cityt............... Feb. 14 20 21.1 Engineering construction awards for the 
Po CE Uh Se eae Sane eee ee Feb, 94 106 90.5 year to Mar. 6 were 124% above the like period 
Engineering Contracts (En){..... Feb. 435 585r 271 a 
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Latest Previous Last 
Date Month Month Your PRESENT POSITION AND OUTLOOK 
STEEL 
Ingot Production in tons®......... Feb. 6,250 6,943 4,375 3 : ee oe 
DOK Pig Iron Production in tons*......| Feb. 4,198 4,664 3,311 Domestic retail sales of automobiles wth 
— Shi ts. U.S. Steel i Me Feb 548.4 689.4 9956 ary were nearly 50% above the previous peak for 
PON, Sy S. Sone eh SE. - sin 1,548,451 1,682,454 = 1,009,25 the month set last year, and contra-seasonally 1 he 
| ahead of January. Fourteen automobile manufac- 
ee turers earned an average of pr on net — 
last year, an increase of only 6% over 1939; but 
sl Ps Sia il ta aii aici Jen S9A,1%0 449,492 38 automobile equipment makers earned 18.1% 
/ were Passenger Cars, U.S. (p)........ 1940 3415905  ...... 2,655,833 rs — — ioe gy 39% ee 
than Se eee 1940 576,327... Ce ee 
a 4%, : : , privately owned motor cars in use on Jan. 1 than a 
'o eee ee ° 
0 the PAPER (Newsprint) year earlier, 
sturers Production, U. S. & Canada* (tons).| Feb. 325,327 350,422 342,222 
gainst Shipments, U. S. & Canada* (tons).} Feb. 320,986 327,535 = ...20: Railroad equipment orders in February in- 
iven-= Mill Stocks, U.S. & Canada* (tons).| Feb. 193,054 188,713 214,364 | cluded 127 locomotives, 5,645 freight cars and 45 
han : si ners | passenger cars; compared with only 13, 2,748 and | 
@ like LIQUOR (Whisky) | 20, respectively, in the like month of 1940. New 
Production, Gals. * a saekoearanat otro e ners Jan 1 3572 12,265 10 435 freight cars on order as of Feb. 1 numbered 41 ,600, 
Withdrawn, Gals. * AEM a ee ee Jan 5,019 7,358 5 487 | the largest for any like date on record. Shoe pro- 
jome- Stocks, Gals. * eke 6a © wie § Nrarecene weieece Jan 486,1 33 479,1 02 469 {01 i | duction in 1941 is expected to reach anew high. 
ris ~ 
hat GENERAL we er 2 
i on Paperboard, New Orders (st)... ... Jan 473,898 393,026 398,125 : 
esale Machine Tool Operations........ Jan 98.0 96.8 93.3 | Though whisky withdrawals dusting January 
year Railway Equipment Orders (Ry) were 8.5% below the like month last year, in face 
nly ts MEQCOMOLING 6:55-5:23 /eiohsaisie's :5:010' Feb. 127 78 13 of a 30% jump in production, month-end inven- 
939. | JCI 1 (GT Seca area eee | Feb. 5,645 14,118 2,748 tories were up only 3%. Shipments of Portland 
nents | | Passenger Cats. 6 eosin o.cie-ds sists | Feb. 45 130 20 cement during January were 105% heavier than 
dlies | Cigarette Productionf............ | Jan. 16,287 13,815 14,568 last year. With production rising only 45%, 
uring | Bituminous Coal Production * (tons). | Feb. 41,450 44,070r 39,277 month-end inventories were off 5% from last year. 
wiod | Portland Cement Shipments * (bbls).; Jan. 7,986 8,192 3,893 
L for | Commercial Failures (c)........... Feb. 1,129 1,124 1,042 
; off [ oa —-— — ——————— an rere or — —— ee ——| 
WEEKLY INDICATORS 
eted Latest Previous Year _ 
ee a | —- Date Wek Week Ago PRESENT POSITION AND OUTLOOK 
| | — <> — oe ——— —————— 
ihe TM. W. S. INDEX OF BUSINESS wale antmaeial 
aie ACTIVITY 1923-25—100...... Mar. 8 108.7 109.8 84.0 b eee ee romero ip re 
A —j n r 
ears | ELECTRIC POWER OUTPUT basis and is now running more than 15% above last 
city | ROWAN Ararslavs ersrs torte ores eee Mar. 8 2,835 2,826 2,464 year; yet net after taxes reported by 34 — 
ae a last howed te increase of only 
only TRANSPORTATION CSTGL. The leday’s peut wend; Govern- 
and Carloadings, (CUE eee ane career Mar. 8 741,922 756,670 620,997 ment and privately owned, totals 40,000,000 
ally | | CST ATT eS SR Aner rR ee sige ene Mar. 8 31,113 34,058 30,548 kilowatts, against last year’s peak load of 28,000,- 
ates | | es o a ete e eee cece cece. = : 1 oe bi ben 000 kilowatts. Despite projected additions of 
| ! IGS © POON eco eecawiewe ee ee ar. ’ Pp ; 3 ,600 ,000 kil tts thi ’ and 3, 000, 000 in 
| | Manufacturing & Miscellaneous....| Mar. 8 317,953 325,265 255,961 1942, the Federal east tani insists that 
| i. GC. L. Mdse Se SC eR I Te Mar. 8 158,91 0 159,365 149,291 800, 000 more will bo needed to avert local power 
cat | STEEL PRICES | shortages when defense production is in full swing. 
an | Pig Iron $ per ton (m)............] Mar. 11 23.45 23.45 22.61 + * * 
lus- | Scrap $ per ton (m) eR ee ee Mar. 11 20.33 20.17 16.71 Orders for steel are pouring in so rapidly that 
ear Finished ¢ per lb. (m)............ Mar. 11 2. 261° 2.261 2.261 the industry is expected to be sold out oer 
of ete. i ay ay ~ | entire year by May 1st, and promises for third 
Oa | STEEL cence: (m).. Mar 15 99 98 63.5 quarter delivery are already becoming hard to se- 
2 rs, itt : eee eee : cure. Despite projected additions, congestion in 
ds, | CAPITAL GOODS ACTIVITY deliveries of some shapes is likely to become more 
ind (m) week ended................ Mar. 8 123.1 123.2 82.5 serious with expansion in defense requirements. 
_ | eae, a * * * 
| PETROLEUM 
| z 
| Average Daily Production bbls. * Mar. 8 3,633 FESe ee. Though total export and —- demand _ 
rts | Crude Runs to Stills Avge. bbls. * Mar. 8 3505 3,585 3,551 gasoline as bier ead of last been es 
ew | Total Gasoline Stock bbls.*...... Mar. 8 97,178 96,917 100,292 | industry's first quarter profits are na Ae e 
las | Fuel Oil Stocks, bbls.*........... Mar. 8 97,372 97,510 103,112 | lower than a year ago, owing to depresse = 
ore | Crude—Mid-Cont. $ per bbl...... Mar. 14 1.02 1.02 1.02 average. 1940 eamings were 5.8% on net worth, 
e, Crude—Pennsylvania $ per bbl....| Mar. 14 1.78 1.78 2.23 against 5.3% in 1939. 
in Gasoline—Refinery $ per gal...... Mar. 14 0534 0558 0614 
Id i —=———— ————— 
t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. ¥. 100 %—estimated 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
he (e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)—1923-25—100. 
»d (g)—Chain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)}—F. W. Dodge Corp., (m)— 
Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1935-39—100. (p)—Polk estimates. (pc)—Per cent of capacity. (pl)— 
Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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During the past fortnight price gains have been registered 
‘by practically all major commodities. Representative price 
indexes registered new highs for both spot and futures. As 
might be expected, the persistent strength in all commodity 
groups has attracted increasingly large speculative and 
trading interest, but profit taking which put in an appearance 
near the close of last week was absorbed readily without 
appreciable effect upon prices. A threatened shortage of 
‘cargo space continues to be the dominating price influence 


Trend of Commodities 


in the case of import commodities, while domestic agricul- 
tural commodities have had the benefit of reports from 
Washington of more generous subsidies and a more hopeful 
export prospect under the provisions of the Lease-Lend bill. 
Latest rumors indicate a 75 per cent loan basis for wheat, 
cotton and tobacco. Industrial buying policies continue to 
be geared to the future and many companies are reported 
to have altered inventory policies substantially since the 
beginning of the year, apparently in view of higher prices. 








WHOLESALE 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
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WEW SERIES 
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1940—1941 1940—1941 
High “— Low Mar.7 Mar. 14 High Low , Mar.7 Mar.14 
28 Basic Commodities... ... 129.1 105.6 125.6 127.1 Domestic Agricultural..... . 131.3 111.4 129.1 128.7 
Import Commodities....... 137.7 104.7 134.0 122.6 Goo | ia ee 126.8 100.5 137.7 126.8 
D stic C dities..... 123.9] 105.5 120.5 127.8 Raw Industrial............ 130.8 101.3 123.9 130.8 
Saarinen ee acs 
Date When Mo. Whoo, Any PRESENT POSITION AND OUTLOOK 
— per pound, closing | Cotton. Last week marked the fourth suc- 
BREA cocobaevs ices ane | Mar. 15. 10.81-83 10:50 10.67 | guisive week Bhat cotien peices Dave edvenced. 
DSi hen ienseseadersdeche Mar.15 10.89-83 10.45 10.44 | Spot prices reached the best levels since last June 
TES Mar.15 11.14 10.88 10.77 | 2s futures made new highs. At the beginning of 
(In bales 00's) the week the market was strengthened by heavy | 
Consumption, U. S.... Feb. 165 843 663 buying with passage of the lease-lend bill, the 
Exports, wk. aail adi So! | Mar. 14 15 24 159 expectations of a probable reduction in cotton 
Total Exports, season Aug. 1 to....| Mar. 14 682 667 4,966 acreage of the dha ee and the possibility that 
Government Crop Est.............| 1940 . roe 11,817(ac)| the loan rate might be increased next season. | 
Active Spindles (000's).......... Jan. 29,819 99,818 299,872 | Towards the middle of the week prices were easier | 
tons d | swith increased liquidation and profit-taking. On | 
Wheat Friday strength again appeared with the domestic | 
Price cents per bu. Chi. closing consumption report for February showing a figure | 
NE oe eee Mar. 15 87 8514 101% | greater than the trade expected. 
BOS Sek eke strane Mar. 15 83% 8214 99%, oe of 
Exports bu. (000's) since July 1 to. Mar. 8 82,457 78,402 94,026 Wheat. With the September contract atanew | 
Exports bu. (000's) wk. end....... Mar. 8 4,055 3,877 3,995 seasonal high, wheat prices last week reached new | 
Visible Supply bu. (000's) as of...| Mar. 8 129,615 131,459 98,179 highs for the current upturn. The combination of | 
the passage of the lease-lend bill and the assort- | 
CORN ment of reports and rumors regarding the prospec- | 
Price cents per bu. Chi. closing tive farm aid legislation contributed to the rise. | 
OAR hee tee es Oho ate Mar. 15 63 614-62 553% | From Washington it was reported that sales of | 
BIN Sos Au ete nict ons einem od Mar. 15 —~ 6314 62 565 government-owned wheat will be suspended | 
Exports bu. (000's) since July 1 to.| Mar. 8 21,676 21,676 23,788 because prices have risen to a point where farmers | 
Visible Supply bu. (000's) as of...) Mar. 8 62,571 61,944 39,327 can redeem their loan wheat. 
Gov't Crop Est. bu. (000's)....... 1940 2449593... 2,619,31 7(ac) | 
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refined. *—Thousands. 





NA—Not available. 





Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
icul- COPPER 7 cae 
From Price cents per Ib. | Copper. Near the close of last week, it was 
yeful (SE a re Mar. 15 12.00 12.00 11.50 | reported that Metal Reserve Company copper de- 
bill Export f. a.s.,N.Y............ Mar. 15 10.50 10.50 1150 | liveries would begin immediately as all legal 
+ Refined Prod., Domestic*......... Cale. 93.654 93.840 89 761 technicalities responsible for the delay had been 
leat, Refined Del., Domestic®.......... Feb. 199.808 119-736 63.91 5 ironed out. It is believed that Washington officials 
e to Refined Stocks, Domestic*......... Feb. 97,689 116,341 145,393 have decided that the productive capacity of 
rted Copper Sales, Domestic*..........| Feb. 91.742 104839 147.119 American-owned South American copper mines 
the : : will be needed for this country’s defense program. 
ey TIN Such a decision would mean that large tonnages 
Price cents per Ib., N. Y.......... Mar. 15 59 513, 47.00 sold for shipment to Japan will be held up. Feb- 
— Tin Plate, price $ per box.......... Mar. 45 5.00 5.00 5.00 ruary statistics reveal that domestic deliveries de- 
World Visible Supplyt as of...... Jen. 31 59 806 44.678 49.370 clined during the month but that on a daily average 
U.S: Deliveries? ... «5... 6.6. 0cce ~~ 12.760 9.200 9780 basis they were above January. A similar result 
! ‘ ‘ was the case of refined stocks. 
LEAD ; it . 
Price cents per lb., N. ¥Y.......... Mar.15 5.75-5.80 5.75-5.80 5.95 Tin. Reports from Pittsburgh indicate that tin 
U. S. Production*®. .............. tow 62.048 61 906 49.683 plate operations are running at the rate of between 
U.S. Shipments*................ poe 55.711 56,755 39.875 75 to 80 per cent of capacity. It is stated that some 
Stocks (tons) U. S., as of.......... ro 47 248 40.926 68.539 can companies are placing orders for tin plate two 
: eas : to three months ahead of time to cover against the 
ZINC first vegetable packs. 
Price cents per Ib., St. Louis....... M 7.25 7.95 5.75 . Oe ee 
og faa gale — 15 son 50.663 57158 Zine. On Thursday of last week the zinc in- 
Oey Oe IN snc i see sew cnes Ch 59 290 63 272 51.055 dustry was subpoenaed to give information to the 
Sette UU. G., ln. os. ccc pom 8768 12.884 65 602 Federal Grand Jury. Government officials empha- 
oat es pai sized that no specific charges were being made at 
SILK | this time and that the examination was intended 
Price $ per Ib. Japan xx crack... .. Mar. 15 2.86 2.70 9.97 | merely to bring out information. 
Mill Dels. U.S. (bales)........... Feb. 28,111 28,425 22,485 
Visible Stocks N. Y. (bales) as of..| Feb. 98 54.106 63,433 50,306 | Rayon. The total 1940 dollar value of the 
d ae iiece | United States’ rayon export trade amounted to 
RAYON (Yarn) | $17,700,000, a new high record. Textile pur- 
Price cents per Ib...............- Mar. 15 53 53 53 chases by the Army have included very little rayon 
Consumption (8)- 6.66: 66.0600 ccs fan 31.6 34.3 29.8 but with the experimentation of a new “jump” 
DOCKS ASIOL CA). chard sioisiscccseretsie-cre:. Jen 10.0 8.9 8.3. | suit made of rayon a larger use of these fibers in the 
defense equipment program may be found. 
WOOL pinhrne 
Price cents per Ib. raw fine, Boston. .| Mar. 15 1.08 1.08 1.04 Wool. In the woolen trade prices are reported 
Consumption, period ending (a)....| Jan. 40,115 34,012 98,189 | to be showing a strengthening trend with the mar- 
Phe ____| ket seen quiet pending army awards and avoiding 
HIDES civilian orders. 
Price cents per Ib. No. 1 Packer. ..| Mar. 15 1334 13% 12.75 ; a 
| Visible Stocks (000's) as of....... Jan. 31. 13,850 13,875 12,996 Hides. The most significant change in the 
No. of Mos. Supply as of......... en 6.91 7.91 16 monthly totals was in the sharp increase in leather 
Boot and Shoe Production, Prs.*...| Jan. 36,632 31,425 33,885 | consumption of 20% in equivalent hides. January 
“______*__| consumption was the largest for any month since 
RUBBER | the outbreak of the war in Europe. 
Price cents Lr hore aa ie 
| og St < See ae bie a Pris. Pie Rubber. The International Rubber Regula- 
| Consumption, U.S.t.......... | pa 64.995 56.539 54.978 tion Committee has fixed the second quarter quota 
Stocks U.S., as of.......... cut 340.857 318.486 156830 at 100% of basis tonnages unchanged from the 
Tire{Production (000's)..........., Jan. 5,479 4.999 4953 | first quarter. Bullish interest in rubber was revived 
/_ TireJShipments (000's)............ Jan 4847 4979 4970 | Ya week = the — es ” a 
| Tire Inventory (000's) as of........ ; : ; ‘ | showing that imports of crude rubber during the 
| —" ds Jan. — iat ss a | month were far below expectations and 12,000 
: | COCOA oy | tons less than in January. 
| = * * * 
7 . <aeeeet igh lina: rar 15 oo ye — Coffee. Trading volume in coffee futures 
Warehouse Stocks (bags 000’s)..... eae 14 1,359 1,364 saan | during the month of February was the largest 
' , ’ | monthly total since September, 1938 and the Jan- 
— uary-February total was the largest since the same 
COFFEE | period of 1937. Washington reports that more 
Price cents per Ib. (c)...... a eee Mar.15  — 814-8%4 83/4 7%| than half of the coffee to be imported this season 
| Imports, season to (bags 000 s).. -o| Fee. 28 10,702  ...... 9,132 | under the Inter-American coffee agreement had 
| U. S. Visible Supply (bags 000's)..} Mar. 1 1,543 2,403 2,510 | already entered by February 28. 
RS ee * * * 
| SUGAR Sugar. Department of Agriculture officials 
| Price cents per Ib. | announced late in the week that it was possible 
| BM -o'w2ise ose « secre teeetees Mar. 15 3.30 3.20 2.80 | that sugar marketing quotas might be enlarged 
Refined (Immediate Shipment). -+| Mar. 15 4.85 4.65 4.50 because of prospects for increased consumption. 
- > sae ea (000 MPs xcvisnns es Jan Ly Serres 375 | The possible increase in quota might be around 
| . S. Stocks (000's)* as of (rr)..... Jan. 632 514 828 | 200,000 tons. 
‘t-Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4.N. Y. (p)—Preliminary. (t)—Raw and | 
T 
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Money and Banking 
Latest Previous Year 
_ ea ee Date Week Week Ago COMMENT 
ae RATES 
ime Money (60-90 days)........ Mar. 15 114% 114% 114% . F 
Prime Commercial Paper.......... Mar.15 %-%4% h-hh -34% Pi nah Pima esl og : 
KU MONEN icons so ses ccade oe Mar. 15 1% 1% 1% - rs ‘i by New York ba ca “i : ti ‘il 
Re-discount Rate, N. ¥.........-. Mar. 15 1% 1% m 1% ie in oe years. sd eaten i 
CREDIT (millions of $) the weekly gains in commercial borrowings have 
Bank Clearings (outside N. Y.)..... Mar. 12 2,400 2,897 2,107 | averaged $16,800,000, or more than twice the 
Cumulative year's total to......... Feb. 28 26,904 ....... 23,650 rate — the final = — anna These 
Bank Clearings, N. Y............. Mar.12 3,069 3,882 3,320 | gains have been contributed not only by borrow- 
Cumulative year's total to......... ee a). ee 25,872 ings in connection with the defense program, but _ 
F. R. Member Banks by corporate refundings as well. In the most 
Loans and Investments.......... Mar. 5 26,668 6,450 23,355 | recent week $30,500,000 of the increase was The 
Commercial, Agr., Ind. Loans...| Mar. 5 5,287 5997 4,355 accounted for a loan to Commonwealth & Southern ans\ 
Brokers Loans ............--.. Mar. 5 502 478 638 | and its subsidiary, Georgia Power in connection in v 
lavest in U.S. Gov'ts.......... Mar. 5 10,458 10,334 9,100 | with refunding operations. Thi: 
nvest. in Gov't Gtd. Securities...) Mar. 5 2,774 2,766 2,400 * * * doll: 
Other Securities Cece ee ereceens Mar. 5 3,844 3,855 3,464 Although holdings of ‘other securities’’ de- 
Demand Deposits TTP Tee eT eee Mar. 5 23,362 23,431 19,341 clined $66,000,000 in the most recent week, i. 
Time Deposits beeen ees Mar. 5 5,470 5,454 5,303 holdings of government securities, both direct and 2 
New York City Member Banks guaranteed, increase $51,000,000. Total loans ‘ 
Total Loans and Invest.......... Mar.12 10,892 10,843 9,013 and investments of New York City Member 3. 
Comm'l, Ind. and Agr. Loans....} Mar. 12 2,075 2,022 1,675 banks recorded a net gain of $49,000,000 to a 
Broker ioans... 666.6 oe. s os Mar. 12 354 348 504 new record high of $10,892,000,000. 4. 
invest... S.)Gov'ls.....2..<... Mar. 12 4,636 4,571 3,465 
Invest. in Gov't Gtd. Securities...) Mar.12 1,583 1,597 1,247 nee 
Other Securities............... Mar.12 1,450 1,516 1,321 Excess reserves of all member banks were up Spe 
Demand Deposits..............] Mar.12 11,038 11,007 8,992 $40,000,000 in the latest reported week, as a 
Time Deposits.................| Mar. 12 753 751 701 result ee of - receipts totaling yn _ 
Federal Reserve Bank 000,000. is was the largest increase in go 
Member “8 Reserve Balance...) Mar.12 14,211 14,136 12,439 stocks in any week since November 20, last. 
Money in Circulation.......... | Mar, 12 8,811 8,805 7,463 * * * 
Gold Stock...................| Mar. 12 29,318 22,237 18,282 Very little is being heard these days of the “Pre- N 
Treasury Currency..............| Mar.12 3,106 3,103 2,985 paredness plan” proposed by the Federal Re- own 
ners. CS. eee | Mar. 12 2,196 2,192 2,362 serve to safeguard against a possible credit its 
MOOS Reseives. oo... 0.05000. | Mar. 12 6,480 6,440 5,780 inflation. Best reports from Washington indicate goo 
| stat Tidiaimes Wass a wholly complacent attitude on the part of the at 3 
NEW FINANCING (millions of $) | Month Month Ago | [Treasury Department, with slight possibility that vit 
nee eee Saneiee Feb. 266.0 320.7 256.2 | Congress will take ‘any action to increase the a 
PURI MINIBL S ssioss. dice gereneoaus Feb. 31.6 52.8 45.4 regulatory powers of the Federal Reserve. thie 
RGFUNGING 4 6:56 5.0i0.0:0:00i0iecie ero sis Feb. 234.4 267.9 210.8 on 
=x — — ——————— Ib 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX — 
1941 Indexes 1941 Indexes acid 
No. of —_-— cau. 
Issues (1925 Close—100) High Low Mar. 8 Mar. 15 (Nov. 14, 1936, Close—100) High Low Mar. 8 Mar. 15 exp 
290 COMBINED AVERAGE.... 56.9 47.3 50.2 51.4] |100 to ae ee Mese 60.10 52.49 54.33 55.29 cha. 
100 L PRICED STOGKS......... 48.23 39.58 41.00 42.21 of 7 
— ear 
4 Agricultural Implements... ... 92:1. 75:6 96:5 79:3 3 Liquor (1932 Cl—100)...... 148.2 125.8 125.3 126.2 che 
9 Aircraft (1927 Cl_—100)..... 183.9 146.8 157.8 168.9 LTT ee eens ee oe 1119 909 ‘95:3 973 sul 
4 Air Lines (1934 Cl—100)... 314.1 246.8 249.2 254.6 (21). 1) CO lc |] a re ee 15:6 66:3 714 72.0 whi 
6 Amusements. .............. 24:2 21.3 21:9 220 4 Meat Packing............... 53.2 445 45.4 47.6 fron 
14 Automobile Accessories. .... 95.7 78.0 83.1 86.9] | 11 Metals, non-Ferrous.......... 138:6 117:6 121.0 126.5 Wo 
13 Automobiles.............. 11.1 8.5 8.8 8.9 2) OSS ee eee 136 410 19:41 122 tts 
3 Baking (1926 CIl.—100)...... 9.9 8.3 8.8 9.8 DAC OIOUIN. <x. +, c.seitsieiden svar 74.8 67.4 67.8 69.3 | 
3 Business Machines........... 98.0 87.9 94.8 98.0] | 18 Public Utilities.............. 38.6 31.3 32.2 32.4 yi 
H 2 Bus Lines (1926 Cl.—100).... 64.3 56.5 56.5 57.0 3 Radio (1927 Cl.—100)....... 99 8.3 8.6 8.7 ye 
eee 159.0 136.3 141.3 144.8 9 Railroad Equipment.......... 48.0 38.9 40.7 42.0 — 
18 Construction................ O37 5. 224 977 APPR BNNROAIES oo ecocncors iat Ankas 8.6 ys 71.9 8.2 
SSONTMINCIS scsicjsescee osnisw sais 203.7 176.5 180.0 185.2 ES) CNG ee eee 2.6 1.7 24 24 <a 
10 Copper & Brass............. 88.8 72.6 76.5 79.1 OSHIDDUNIGING:6:6:c 6s wecaarcee - 127.5 102.3 107.9 124.8 Su 
2 Dairy Products.............. 27.6 25.6 262 26.5 WPCC OOUION i.-ac cre otsswen os 82.6 66.6 71.1 72.2 $2. 
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The Personal Service Department of Toe MaGazine oF WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Texas Gulf Sulphur Co. 


Now that Texas Gulf Sulphur—of which I 
own 60 shares acquired at 27°4—stands near 
its high for the past two years, I feel is a 
good time to ask for your advice. I held it 
at 38% in 1939 and 37% last year, and won- 
der now whether I ought not to sell and take 
my profit. The reasoning I use now is that 
this stock has had ample time to discount its 
prospects, and may have already done so. 
I bought this stock at your suggestion and 
would welcome your analysis of its prospects 
now. Is it true that the market for sulphuric 
acid used in explosives has been reduced be- 
cause of more effective substitutes? Have 
explosive manufacturers decreased their pur- 
chases of this acid? What should reduction 
of income from this source mean to per share 
earnings? Are manufacturers of iron, steel, 
chemicals, paper, textiles, etc., supplied with 
sulphur and sulphuric acid to an extent 
which would indicate a reduction of sales 
from these sources—at least temporarily? 
Would you kindly analyze the present posi- 
tion of this stock now, from all aspects— 
mainly as a U. S. Defense beneficiary—and 
give me a definite decision on what action to 


take?—P. Mce., Detroit, Mich. 


For the year 1940 Texas Gulf 
Sulphur Co. reported earnings of 
$2.38 per common share as against 
$2.04 per share for the year 1939. 
The company is the largest sulphur 
producing concern in this country, 
normally accounting for about 60 
per cent of United States output. 
Sulphur mainly in the form of sul- 
phurie acid is used in a wide vari- 
ety of industries, among the more 
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important being the chemical, ore 


refining, paper, rubber, textiles, 
paint and pigment, and rayons. 


Operating results of this company 
tend to reflect conditions of business 
in general. Export business nor- 
mally accounts for about 25 per cent 
of total sales, but the war has served 
to expand demand from abroad. 
The stock of this company, repre- 
senting ownership of raw materials 
which can be extracted with a mini- 
mum of labor, would be a good 
hedge against inflation, as well as a 
good investment in periods of nor- 
mal business expansion. 

As of December 31, 1940, current 
assets, including cash of $13,259,707, 
were $32,475,390. Inventories such 
as sulphur above ground and mate- 
rials and supplies, of $16,951,068 
were included in the total current 
assets. Current liabilities were $2,- 
789,107, which included a provision 
for current taxes. Reserves for con- 
tingencies were substantial as has 
been the policy in past years. The 
capital structure of the company is 
very simple, since there is no funded 


debt, no preferred stock and only 
3,840,000 shares of no par common. 

Domestic business has more than 
made up for the small loss of export 
markets brought about by the cur- 
rent war. Germany and central 
Europe have been substantial cus- 
tomers in the past. It is believed 
that the increased demand for sul- 
phur and sulphuric acid growing out 
of our defense program has not 
reached its peak as yet and conse- 
quently, with more sulphuric acid 
plants being projected to meet the 
ever-increasing demand of this prod- 
uct we feel that the future for the 
company is favorable. Reserves of 
sulphur are ample and costs of pro- 
duction are in line and reasonable, 
and the tax situation does not ap- 
pear to be extremely burdensome at 
this time. Therefore, it is our ad- 
vice to you to maintain your present 
position in Texas Gulf Sulphur stock 
as we feel that the future is most 
promising both for price apprecia- 
tion and increased earnings, result- 
ing in a continued favorable policy 
of dividends to stockholders. 





American Cyanamid Co. "B" 


I would like to be set straight on my 100- 
share investment in American Cyanamid 
bought at 31. I am fully aware of the im- 
portance of chemical production to our Na- 
tional Defense Program, but have my doubts 
about substantially high net income for 
chemical companies such as American Cyana- 
mid in the face of new taxes and rising costs. 
Would your analysts give me a frank opinion 
of the earnings possibilities of American Cy- 
anamid, considering all factors—whether a 
near term return to its 1940 high of 39% is 
probable under existing circumstances. I 
should also like you to tell me what you 


(Please turn to page 724) 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 
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CONS 
December 31, 1940 


ASSETS 
CURRENT ASSETS located in United States and Canada 
ES SERS RR ERI aes oR eR UTE Teste rie ee Re eR 
Marketable Securities (Cost or Market, whichever owes ‘r) 
RECEIVABLES (After Reserve for Doubtful) 
Trade Notes and Accounts... 
Other Notes and Accounts 
INVENTORIES (Cost or Market, alicia we or) 
Raw Materials 
Work in Process 
Finished Goods ae 
TOTAL CURRENT pa TS “— ated in 1 United S States wer Pail 


NET CURRENT ASSETS located outside of United States and Canada 
(Including $2,019,878.69 due from United States and Canadian Subsidiaries) 
FIXED ASSETS (Cost or Less ) 
Land, Buildings, Machinery, and Equipment................ 
Deduct—Reserve for Depreciation 
(Includes Fixed Assets—after deducting ee “rve ae Deprec etlen~Tedamid in Sones 
Britain and Europe amounting to $16,699.050.70) 
INVESTMENTS (Cost or Less ) 
Affiliated Domestic and Foreign Companies Not Included in Consolidation a sceeanses 
(Including Investments in Companies located in Great Britain and Europe amounting 
to $1,659,512.06) 
Other Securities . 
DEFERRED CH ARG ES : 


Prepaid Insurance, Taxes, ete.................. 


PATENTS, TRADE-MARKS, AND GOODWILL 
ogy ae | 


LIABILITIES 
CURRENT LIABILITIES of United States and Canadian Subsidiaries 


Accounts Payable 

(Including $2.019,878. 69 due Foreign ‘Subsidiaries ) 
Dividend Payable January 1, 1941... Sere 
Installment due within one year on Sinking Fund Debe sntures 


ACCRUED LIABILITIES 
Taxes (Including Income and Excess Profits Taxes)... 
Interest. .... 

Other Accrue d Liabilities 


TOTAL CURRENT LIABILITIES of United States and Canadian Subsidiaries. seehopenhtoos 


FIFTEEN-YEAR, 214% SINKING FUND DEBENTURES OF UNION CARBIDE AND 
CARBON CORPORATION DUE SEPTEMBER 1, D953... 6.:::....c0cccs.nceesessasscsoseosvonstesserssvecostssecabeassevsonee 
Less—Sinking Fund Installment due within one year (prov sled for above) 


TOTAL LIABILITIES... ww... i it a ly a Sar 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION— 
9,277,788 shares of no par value not including 136,649 shares held by the Corporation 
EARNED SURPLUS 


SOLIDATED BALANCE SHEET 


$ 24,616,754.65 
2.074.054.04 


$ 23.803.350.56 
12.044.169.02 
14.384.518.51 


$290.5 74.23 7.68 
103.802.932.55 


he 


1.643.935.60 


1.341.125.84 


$ 25,736,782.18 
250,000.00 
__1.170,602.71 


$ 30,000.000.00 
900,000.00 


$192.879,842.43 
95.648.684.98 


UNION CARBIDE AND CARBON CORPORATION 


AND WHOLLY OWNED SUBSIDIARIES 


78,566,746.51 
2,737.,741.03 


26.690,808.69 


50.232,038.09 
St 98,227,334.32 
11.377,652.69 


186,771,305.13 


5,985,061.44 


2,308,174.70 
ee 
$364,669,529.28 


SRE Re erremeermnes omer 
$ 12,025.275.98 


6,958,341.00 
900,000.00 


27,157,384.89 


$ 47,041,001.87 


29,100,000.00 


$ 76,141,001.87 


_288,528,527.41 
$364,669.529.28 
















































tions, a change in method of consolidation of accounts of 
foreign subsidiaries has been found necessary, as explained 
in the following Notes: 

The reports of wholly owned foreign subsidiaries for their 
fiscal years have been or are being audited by inde- 
pendent public accountants as in past years, but these audit 
reports have not been received, and the financial state- 
ments used are the unaudited statements of the respective 
Companies which in most cases cover a period of less than 
one year. 





*NOTES: Owing to European conditions and exchange restric- 


1—Income of foreign subsidiaries (other than, Canadian), 
which in the preceding year was included in ‘the consoli- 
dated income statement, is included in consolidated income 
only in the amount of dividends received during the year 
and then only to the extent that these dividends are covered 
by reported earnings of the paying company for the fiscal 
period. 


2—Current assets and current liabilities shown in the con- 


solidated balance sheet do not include current assets and 
current liabilities of wholly owned foreign subsidiaries 
(Continued on following page) 


*These notes relate to Balance Sheet and to Income and Surplus Statements. 
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CONSOLIDATED INCOME AND SURPLUS STATEMENTS 


UNION CARBIDE AND CARBON CORPORATION 


AND WHOLLY OWNED UNITED STATES AND CANADIAN 
Year Ended December 31, 1940 


INCOME 


INCOME 
Deduct— 
Depreciation and Depletion (United States and Canadian Properties) 
Provision for Depreciation and Depletion (Foreign Properties) 
Interest .. orks 


SUBSIDIARIES 


$ 83.071,101.37 


$ 13,425.864.61 
2.500.000.00 
1,241.728.24 


NET INCOME 


Add— 


Net Income for year (as above) 
(not exceeding cost) 


Deduct— 
Dividends Declared 


(Notes continued from preceding page) 

(other than Canadian), nor current assets of wholly owned 
United States and Canadian subsidiaries located outside of 
the United States and Canada. These net assets have been 
grouped under a single caption on the balance sheet below 
current assets, and the amount has been reduced by the 
reported earnings not received as dividends. Assets and 
liabilities of similar nature were included as current in the 
balance sheet as of the close of the preceding year. 


3—The inventories as shown on the balance sheet contain an 
amount of inter-company profit on materials received from 
foreign subsidiaries which, because of the change in method 
of consolidation, has not been eliminated as in the past. 
This amount is not material in relation to the total inven- 
tories. 


4—Current assets and liabilities of foreign subsidiaries have 
been converted at official rates of exchange where such 
rates exist, and in other cases at current rates December 
31, 1940. 


5—No reports for 1940 are available on certain affiliated com- 
panies not consolidated which are carried on the balance 
sheet at an aggregate investment value of $1,116,321.10. The 
equity in net worth of the other affiliated companies not 
consolidated at December 31, 1940 has been increased since 
January 1, 1938, or date of acquisition, whichever is later, 
in the amount of $293,515.49, by reason of undistributed 
profits (net of losses) and after unrealized exchange loss 
due to conversion of net current assets at exchange rates on 
December 31, 1940. This amount does not include the re- 
sults of operations for a full fiscal year of certain foreign 
companies, and is based in part on unaudited statements. 





Board of Directors, 
UNION CARBIDE AND CARBON CORPORATION : 

We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its wholly owned subsidiaries as of December 31, 
1940, and the statements of income and surplus for the year then 
ended, have reviewed the system of internal control and the account- 
ing procedures of the parent company and United States and 
Canadian subsidiaries consolidated (except as noted below) and, 
without making a detailed audit of the transactions, have examined 
or tested accounting records of the Companies and other supporting 
evidence by methods and to the extent we deemed appropriate. 

‘The statements include the accounts of wholly owned foreign sub- 
sidiaries as disclosed in the latest unaudited reports of these sub- 
sidiaries which, in the majority of cases, cover periods of less than 
one year. Therefore, the assets and liabilities included are as of vary- 
ing dates prior to December 1, 1940. Our examination of these reports 
and of audited reports of previous years warrants our opinion that 
the accounts of these subsidiaries are presented on a basis consistent 
with that of the previous year, 








ed a 23.656.234.51 
Ae i Sse $ 42.247,274.01 


Hriceinie and? Pxcass Protts EASES q...-.5c.c0sccciseccesveccessseccescdigseseesecss 


EARNED SURPLUS AT JANUARY 1], 1940.00. 


Increase in Market Value of Marketable Securities at December 31, 1940 


through conversion at exchange rates on December 31, 1940 
EARNED SURPLUS AT DECEMBER 31], 1940 .......0...0..ccccccecs 


AUDITORS’ 


10,823,827.36 


atatess $ 81.402,780.14 


$ 42,247,274.01 


42.306,135.59 


5886158 | 
$123,708,915.73 


$ 23.658.359.40 


Payments on Past-Serviee Annuities relating to prior years under Employees’ 


4.189.646. 44 


212,224.91 __28,060,230.75 


$ 95,648.684.98 


6—Consolidated net income does not include any part of the 
undistributed net income of affiliated companies not con- 
solidated. The equity in the undistributed net income of 
companies for which reports have been received amounted 
to $322,848.28, based on unaudited reports which in some 
cases covered a period of less than one year. 

7—The Corporation has recognized the shortened life of cer- 
tain classes of machinery and equipment occasioned by the 
sustained high level of plant activity during the year and 
also the need for increased provision for obsolescence. 
The additional amount so provided was $2,132,684.05. 

8—During the year, the Trustee of the Savings Plan for Em- 
ployees purchased for investment from the Corporation 
the collateral debentures of Carbide and Carbon Manage- 
ment Corporation secured by 183,600 shares of stock of 
Union Carbide and Carbon Corporation under plans for 
employees. As of December 31, 1940, the assets held by 
the Trustee amounted to $11,124.656.87 and the unpaid 
balance of amount borrowed by the Trustee in connection 
with the purchase of debentures was $8,800.000.00. The 
Corporation has agreed to maintain the assets in the Trust 
Estate at an amount sufficient to repay the indebtedness 
and permit the distribution of the Trust Estate to the per- 
sons entitled thereto. 

9—Substantial additional payments relating to years prior to 
July 1, 1937 were made to Metropolitan Life Insurance 
Company and The Prudential Insurance Company of Amer- 
ica, to apply toward the purchase of Past-Service Annuities 
under the Employees’ Retirement Plan. These payments 
were charged to Surplus. Payments for the purchase of 
Future-Service Annuities were charged against Income. 





REPORT 


We have reviewed the statements of two subsidiaries audited by 
other independent public accountants and have accepted these state- 
ments for the purpose of consolidation. 

Subject to the above, in our opinion, the accompanying balance 
sheet and related statements of income and surpius present fairly 
the position of Union Carbide and Carbon Corporation and its sub- 
sidiaries at December 31, 1940, and the results of consolidated 
operations for the year, in conformity with generally accepted ac- 
counting principles applied on a basis consistent with that of the 
preceding year, except as to the change in the treatment of the 
assets, liabilities and income of certain foreign subsidiaries, as ex- 
plained in notes numbered 1, 2 and 3, relating to the financial state- 
ments. In our opinion, this change in the method of treatment is 
in accordance with generally accepted accounting principles. 


HURDMAN AND CRANSTOUN 
Certified Public Accountants 
New York, N. Y., March 15, 1941 
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BENEFICIAL INDUSTRIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 
(for quarterly period ending Mar. 31, 1941) 


COMMON STOCK 
45¢ per share 
Both dividends are payable March 


31, 1941 to stockholders of record 
at close of business March 15, 1941. 


E. A. Bartey * 


March 3, 1941 Treasurer 
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Radios ¢ Auto Radios © Tubes ¢ 
Refrigerators ¢ Air Conditioners 
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The directors of Philco Corporation 
have declared a dividend of twenty- 
five cents ($.25) per share on the 
outstanding common stock, payable 
March 26th, 1941, to stockholders 
of record at the close of business 
March 14th, 1941. 


PHILCO CORPORATION 





DIVIDEND 
ARMOUR AND COMPANY 
OF DELAWARE 


On February 27 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corpora- 
tion was declared by the Board of Directors, 
payable April 1, 1941 to stockholders of record 
on the books of the Company at the close of 
business March 10, 1941. 


E. L. LALUMIER, Secretary. 


, 
LOEW’S INCORPORATED 
“THEATRES EVERYWHERE"’ 
March 7, 1941 
‘THE Board of Directors on March 5 
1941 declared a dividend at the rate 
50c. per share on the outstanding Common 
Stock of this Company, payable on March 
31st, 1941 to stockholders of record at the 
close of business on March 18th, 1941, 
Checks will be mailed. 
DAVID BERNSTEIN 
Vice President & Treasurer 











UNITED FRUIT COMPANY 
DIVIDEND NO. 167 

A dividend of one dollar per share on the 

capital stock of this Company has been de- 

clared payable April 15, 1941, to stockholders 

= at the close ‘of business March 20, 


LIONEL W. UDELL, Treasurer. 





UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held March 
13, 1941, declared a dividend for the first quarter 
ef the year 1941, of 50¢c a share on the Com- 
mon Stock of Underwood Elliott Fisher Com- 
pany, payable March 31, 1941, to stockholders 
+ Fai at the close of business March 22, 
Transfer books will not be closed. 

C. S. DUNCAN, Treasurer 
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Answers to Inquiries 





Continued from page 721) 


know of the present status and prospects of 
the company’s production of materials used 
in the manufacture of synthetic rubber— 
plastics as a substitute for metals now sub- 
ject to Government control. What is hap- 
pening to the company’s production of agri- 
cultural chemicals? How does income on 
American Cyanamid’s production for civilian 
use compare with returns from defense pro- 
duction of explosives, cyanide materials used 
in separating metallic ores, etc.?—S. A. F., 
Mobile, Ala. 


From the year 1932, when earn- 
ings of 14 cents per common share 
were reported, American Cyanamid 
Co. has improved and increased its 
earnings by a substantial expansion 
program to an estimated $2.15 a 
share after excess profits taxes for 
the year 1940. Dividends during 
this period have been conservative, 
but have been in line with the gen- 
eral earnings trend, which has been 
definitely upward. The line of prod- 
ucts has expanded to a point where 
it now includes drugs, dyes, plas- 
tics, sulphanilamide and basic ma- 
terials for the manufacture of syn- 
thetic rubber of the buna type. 
Many of the company’s products 
are of recent development and are 
filling the places formerly held by 
other chemicals obtainable only 
from foreign sources. 

Originally the company was im- 
portant in the fertilizer field, but 
this business now accounts for only 
about 10 per cent of gross sales. The 
products now manufactured are still 
expanding and the company appears 
to have ample facilities to take care 
of this unprecedented growth. While 
about 30 per cent of 1939 net oper- 
ating profits came from foreign 
sources, most of it was represented 
by business done in Canada. The 
company maintains over 30 plants 
in this country, as well as a large 
one in Canada. An affiliate, South- 
ern Alkali, is 40 per cent owned by 
American Cyanamid. 

According to the most recent bal- 
ance sheet, the company’s funded 
debt stood at approximately $12,000,- 
000. There were 468,127 shares of 
$10 par value 5 per cent preferred 
stock and 65,943 shares of class “A” 
common, as well as 2,552,426 shares 
of class “B” common. Total cur- 





rent assets at this time amounted to 


$39,445,230, as compared with total 
current liabilities of $9,040,126. The 
favorable part of the current assets 
picture is that approximately $15,- 
000,000 is represented by cash and 
marketable securities, while approxi- 
mately $17,000,000 represented in- 
ventories. 

It is our belief that the operations 
are being improved and that the 
control over costs is still improving. 
It is our opinion that the position of 
this company in the chemical field 
is quite enviable and in view of this 
we feel that higher market values 
should be an ultimate result. There- 
fore the stock is worthy of reten- 
tion. While the tax burden could be 
burdensome, since the average earn- 
ings base is $1.52 per share and the 
invested capital base is $1.73, any 
earnings over those figures would 
of course be vulnerable to this tax. 
It has been rumored however, that 
the Government in their new tax 
program will take cognizance of the 
“growth companies” and will en- 
deavor to be more liberal in respect 
to their tax burden. Dividend dis- 
tributions should more or less coin- 
cide with operating profits, although 
the procedure may continue as it 
did in 1940, when a dividend was 
declared in stock, which would en- 
able the company to capitalize its 
earnings. 





Remington Rand, Inc. 


Is Remington Rand, in your opinion, in a 
position to show substantial price apprecia- 
tion—with any general improvement in mar- 
ket sentiment? I should like your analyst 
to tell me with what success the company 1s 
selling its newly developed products, such as 
the leak-proof gasoline tank for aircraft, 
tanks, trucks, etc.—to the U. S. Govern- 
ment? What is the present status of produc- 
tion on bullet-proof armor, improved bomb- 
ing devices and bomb fuses? What do you 
know of the company’s connection with a 
corporation having a contract with the Brit- 
ish Government for the manufacture of am- 
munition? How much of the company’s m- 
come gains can be attributed to the armament 
production? Are sales and earnings from its 
regular business machine lines expected to be 
maintained or increased in 1941? How im- 
portant a source of income is the new alpha- 
betical tabulator, and printing calculator now 
proving? Do you believe retention of my 
125-share investment at 16 warranted at this 
time?—Mrs. M. N., Reno, Nev. 


Remington Rand, Inc., reported 
earnings of 88 cents per common 
share for the nine months which 
ended December 31, 1940, as com- 
pared with 30 cents for the corre- 
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sponding period of 1939. The fiscal 
year of this company does not end 
until March 31, 1941, and conse- 
quently this factor accounts for only 
the nine months’ earnings at this 
time. The financial position of this 
company is very favorable, and as 
of September 30, 1940, total current 
assets were $29,262,542, compared 
with total current liabilities of $4,- 


371,185. Cash alone was in excess 
of total current liabilities. As of 
September 30, 1940, the capital 


structure of the company was repre- 
sented by $18,535,000 in funded 
debt and $4,623,296 in $4.50 pre- 
ferred stock, par value $25. Com- 
mon stock with a par value of $1 
was represented by 1,584,895 shares. 

It has been reported that the 





bookings in December were approxi- | 
mately 33 per cent over the corre- | 
sponding months of 1939 and subse- | 


quent months have also been show- | 


ing a substantial improvement. The 
loss of some of the foreign markets 
for the company’s products has not 
been disastrous to earnings, as sales 
programs have been intensified in 
Central and South American coun- 
tries with the demand for our office 
equipment expected to show a ma- 
terial improvement over the near- 
term. According to the president, 
Remington Rand is in a position to 
offer material help in the national 
defense program at this time. Mr. 
Rand stated that “We have offered 
our facilities to the War and Navy 
Departments and have already re- 
ceived some government contracts. 
Our engineers have developed leak- 


proof gasoline tanks for aircrafts, 


trucks and other mechanized equip- | 


ment. In addition we are now work- 
ing on a light bullet-proof armour 
suitable for use on airplanes and 
motorized equipment, while the com- 
pany is also working on an approved 


bombing device and bombing fuses. | 


Remington Rand now has a substan- 
tial interest in a corporation which 
has a contract with the British Gov- 
ernment for the manufacture of am- 
munition.” The alphabetical tabu- 
lator is meeting with increased suc- 
cess, while plant facilities are being 
expanded to meet the ever-increas- 
ing demand. 

Indicative of the improved earn- 
ings of this company a 10 per cent 
stock dividend was declared on the 
common stock May 1, to holders of 
record March 14, 1941. In addition 
the usual quarterly dividend of 20 
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Owners call them 


“CARS WITH BRAINS” 


and Studebaker engineering 
is the reason 





What motoring “‘first’’ is on the way here ? Pictured above are William S. James, chief engineer, and 
Roy E. Cole, vice president in charge of engineering, at Studebaker. They head a staff of brilliant men 
who command the respect of all automotive engineers for their development of “firsts,” for their stead- 
fast refusal to produce inferior designs, for their masterly efficiency and fast action on tough problems. 





Craftsmen averaging 44 years of age 
and 13 years on their jobs! 
There’s no group like Studebaker’s master crafts- 
men in any other automobile factory. Pictured 
is Wm. C. Zetowski, a Studebaker man since 
1903. Studebakers stay free from costly repairs, 


bring high allowances as used cars, because 
Studebaker’s painstaking craftsmen proudly 
remain Studebaker craftsmen for a lifetime. 


TUDEBAKER cars run smoothly, 

dependably, with scarcely any driv- 
ing effort, because—along with many 
other advancements—Studebaker engi- 
neers have pioneered more successful 
automatic controls for cars than any 
other group in the automobile business. 


Studebaker owners enjoy these edvar- 
tages, because Studebaker isan independ- 
ent—and, for that reason, has always 
attracted to its research laboratories and 
engineering staff men of intiative and 
long-range vision. 

Right now, as always, Studebaker’s 
brilliant engineers, able production ex- 
ecutives and expert craftsmen, are ready 
for you with America’s most advanced 
cars—the brilliant-performing Cham- 
pion, Commander and President. 


STUDEBAKER 


Tar GREAT INDEPENDENT 
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cents a share was declared in cash, 
payable April 1 to holders of record 
March 14, 1941. The last cash dis- 
tribution was on January 2, 1941, 
when 20 cents per share was paid. 
It may be possible that cash divi- 
dend distributions will not be in- 
creased during the year 1941, but 
that a policy of stock dividends may 
be instituted in order to capitalize 
increased earnings and keep them in 
the business so that such funds can 
be used for expansion of plant facili- 
ties and improving the company’s 
position in our national defense pro- 
gram. At this time we feel that your 
stock is worthy of retention and 
especially in view of the improved 
earnings outlook and position of the 
company in its field. 





Bristol-Myers Co. 


Would you be good enough to tell me why 
Bristol Myers continues to hover around its 
lows for 1989 and 1940 despite the fact that 
earnings have held ground—and improved if 
anything? While income is an important ob- 
jective—I can’t remain content realizing that 
I bought my 50 shares at 47°. Are not sales 
responding now to the expansion of con- 
sumer buying power? . . . Or, is the com- 
pany having difficulty backing competition, 
especially from smaller companies and pri- 
vate brands which are flooding the market? 
Are further increases in volume and profits 
expected now that foreign drug shipments 
are completely shut out? What is the posi- 
tion of Bristol-Myers under Excess Profits 
and higher normal taxes? . . . other taxes 
such as excise taxes on cosmetics? I will be 
grateful to you for a complete survey of all 
of the company’s products from a_ sales 
standpoint and an estimate of earnings for 
1941, considering all possible adverse influ- 
ences—as well as your opinion of this stock’s 
appreciation possibilities now.—E. D. D., 
Duluth, Minn. 


The earnings of this high-grade 
investment medium in the drug field 
has continued favorable. Bristol- 
Myers in a tentative report for 1940 
showed profits of $3.73 per share, as 
compared with $3.49 for the year 
1939. Over the past 13 years Bris- 
tol-Myers has shown earnings which 
have averaged clase to $3 a share 
annually on its common stock and 
we do not feel that the year 1941 
will reverse the favorable earnings 
for this company. 

The capitalization of the com- 
pany is relatively simple, since there 
is no funded debt, bank loans or 
other capital obligations ahead of 
the 681,881 shares of $5 par value 
capital stock outstanding at this 
time. The financial position of the 
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company is strong, as has been the 
case for many years. At the close 
of 1939 cash and marketable securi- 
ties alone were equal to nearly three 
times total current liabilities which 
stood at $1,174,850, while the cur- 
rent assets ratio was approximately 
5.4 to 1. 

This company is the third lar- 
gest domestic producer of proprietary 
drug products with such well- 
known products as Ipana toothpaste 
and Sal Hepatica, which rank as the 
leading revenue producers. It also 
manufactures Vitalis hair tonic, In- 
graham shaving cream, Mum and 
Rubber Set brushes, as well as other 
allied products. Sales have shown 
an expanding tendency since 1933 
with only a minor recession in 1938. 
The European war and upset world 
conditions do not have a material 
effect on the company, since only 
approximately 10 per cent of total 
net profits are represented by busi- 
ness in foreign countries. Profit mar- 
gins are large, as is characteristic of 
companies operating in the proprie- 
tary drug field. 

Taxwise Bristol-Myers is some- 
what vulnerable to the excess profits 
taxes. On an average earnings base 
the estimated excess profits tax 
credit is approximately $3.16 per 
share, while the invested capital 
base produces a credit of approxi- 
mately 91 cents per share. Conse- 
quently, in view of earnings in ex- 
cess of these totals they become in- 
creasingly vulnerable to this tax. 
Taxes however, may be changed 
over the near-term, and it is quite 
possible that for “growth com- 
panies” taxes may be modified some- 
what, but then again, of course, it 
is a question of whether this com- 
pany can rightly be assigned a place 
in that group. 

The future for Bristol-Myers Co. 
stock is, in our opinion, quite favor- 
able for several reasons. The export 
market of medicinal and pharmaceu- 
tical preparations has been showing 
substantial increases over 1939, while 
imports from foreign countries, such 
as Germany, have been curtailed 
with an indirect benefit of consider- 
able importance in the opening up 
of Southern markets. The earnings 
record of this company is impressive; 
liberal dividend policy, current rate 
$2.40 per year, payable quarterly; 
continuing to increase and improve 
the already characteristically strong 
financial position of the company. 


Consequently, we feel that a com. 
mitment in Bristol-Myers Co. stock 
is warranted as a sound investment, 





International Tel. & Tel. Corp. 


As a stockholder in I. T. & T. to the ex 
tent of 200 shares purchased at 11%, I am 
vitally interested in your views on the appre. 
ciation prospects for this stock in the light 
of such developments as the recent sale oj 
the company’s Rumanian properties, retire. 
ment of debentures now pending considera. 
tion—and plans for construction of a new 
plant to produce equipment for its South 
American markets. In addition to this, would 
you kindly review for me the current status 
of the company’s operations from the stand- 
point of present and future revenue produc. 
ing possibilities in such areas as South Amer. 
ica, especially Argentina where I understand 
47% of the company’s telephones can be 
found—Shanghai, in view of present uncer- 
tainties there— West Indies-—Canada and 
Newfoundland. Would you kindly give mea 
definite statement on how you can evaluate 
the income prospects for I. T. & T. in 1941 
and whether averaging at current prices ts 
advisable—D. U., St. Louis, Mo. 


For the nine months ending 
September 30, 1940, International 
Tel. & Tel. Corp. lost 8 cents per 
share, as against 17 cents per share 
for the corresponding period of 
1939. While the 1940 results are on 
a consolidated basis, they do exclude 
all European, Mexican cable and 
radio telegraph subsidiaries. 1939 
earnings have been adjusted to this 
basis to make a fair comparison. The 
earnings of this company have natu- 
rally fluctuated quite widely in re- 
cent years due to the unsettled world 
conditions and, since the European 
conflict started, considerable disrup- 
tion has been caused in the com- 
pany’s operations. The Far Eastern 
situation has also added some dis- 
comfort to stockholders who antici- 
pate improved earnings over the 
near-term. South American coun- 
tries where considerable business is 
transacted are also vulnerable to the 
general trend of socialism which 
crops up from time to time. 

The complications affecting and 
bearing upon the future of this 
company are extremely complex, 
but in a general perusal they appear 
to restrict the likelihood of a favor- 
able earnings trend over the near- 
term. The main factor would be in 
the cessation of hostilities and return 
to normal peaceful conditions which 
would, in our opinion, be extremely 
favorable for this company. The 
recent sale of the properties in Rou- 
mania for approximately $13,500,- 
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What Action to Take in 


This... 


SPRING WAR MARKET PHASE 


Fast, Definite Telegraphic Service Advises You 


What and When to Buy 
When to Take Advantage 


A‘ exceptional buying level for selected securities is now 

developing. It will be crystallized shortly by intensified 
spring warfare and by positive indications of the scope of 
1941 corporate taxes. As the market weighs and discounts 
these factors, an important advance . . . probably the major 
one of the year . . . is due to get under way. 


These spring markets will have material repercussions on 
your efforts to protect and increase your security capital. 
To help you at this time . . . and during the vital months 
ahead . . . we suggest that you consult THE INVESTMENT 
AND BUSINESS FORECAST conducted by The Magazine of 
Wall Street. 

A Specialized Service 


With a background of service since October 1917... of 
more than 23 years . . . THE FORECAST is in a unique 
position to counsel you advantageously in timing your com- 
in knowing what and when to buy and when 
. for short term 


mitments ... 
to sell through specialized programs . . 
and longer term appreciation and income. 


Our staff... 


extensive facilities . . . 


with its years of training and experience and 
is equipped to gauge important 


and When to Sell .. . 
of New Market Upmove 


market turning points and movements with high accuracy. 
It can also uncover for you, after skillful research, selected 
securities which, despite higher taxes and costs, are evidently 
undervalued in relation to order backlogs, new business 
prospects, net profits and dividend payments. 


Now Is the Time to Act 


Our first step in serving you will be to appraise your present 
securities considering latest war developments, rising com- 
modity prices, new tax levies and our Thirty Billion Dollar 
Defense Program . . . advising you what to hold . . . what 
to sell. You will be welcome to this consultation service 
at all times to keep your holdings geared to the transition 
of United States Industry from a peacetime to a wartime 
economy. 


As an added inducement to enroll with THE FORECAST 
now, we extend to you our Special Offer of Free Service to 
May I. You may strengthen your position, prepare to re- 
coup losses and participate in our new advices of special 
situations and potential leaders selected for their capital 


growth possibilities. 





New 
Spring 
Offer! 


90 BROAD STREET 


I enclose [4 


Your subscription will 


start at once but date 
oO UNUSUAL 


from May 1 OPPORTUNITIES 
* O TRADING * 
ADVICES 


We serve only in an advisory 


through counsel to minimize CITY 


lesses and secure profits. 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


75 to cover a six months’ test subscription (] $125 to cover a full year of The Investment 
and Business Forecast starting at once but dating from May 1, 1941. 
@ of the telegrams I select, I will receive the complete service by mail. 

desired in the United States and Canada where it expedites delivery of our bulletins. 


Send me collect telegrams on all recommendations checked below. 
Private Code after our Code Book has had time to reach you.) 


Low-priced Common Stocks for Market Appreciation. 
month, on average. 
capital sufficient to buy 10 shares of all recommendations. 
Active Common Stocks for Short Term Profit. 


sufficient to buy 10 shares of all recommendations. 


Dividend-paying Securities for Profit and Income. 


capacity, handle no funds or [1 BARGAIN 

eas h. on average. Maximum of five issues carried at a time. $2,000 
securities and hav . mont 
” is d sed _ finan INDICATOR capital sufficient to buy 10 shares of all recommendations. 
cial interest in any issue or 
brokerage house. Our sole SOT | gare ea aepe nen ee eine Ameer ae reP Creer e ee ee: CAPITAL OR EQUITY AVAILABLE .... 
objective is the growth of 

P . ADDRESS ..... 
your capital and income 
sale ole we ee eee Kee 7 |, arate) Ty 


Continuous Consultation. 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I understand, that regardless 
(0 Cheek here if FREE Air Mail is 


(Wires will be sent you in our 


One or two wires a 


Maximum of five stocks carried at a time. $1,000 


One or two wires a month, 


average. Maximum of five stock carried at a time. $2.000 capital 


One or two wires a 


Submit Your Securities for Our War Economy Analysis. 
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000 gives an indication of the pos- 
sible trend in countries subjected to 
and affected by the unsettled world 
conditions. 


International Tel. & Tel. Corp. is 
a holding company for units operat- 
ing in the telephone, cable, radio 
communications and equipment 
manufacturing industry. Telephone 
activities are represented by inter- 
ests in Spain, West Indies, South 
America, Shanghai and up to a re- 
cent date in Roumania. Cable and 
radio interests are somewhat re- 
stricted and are mainly in Central 
and South American countries. The 
company manufactures considerable 
of its equipment. The company 
plans to construct a new plant cost- 
ing in the neighborhood of $5,000,- 
000 to manufacture telephones and 
equipment for South American busi- 
ness, such business formerly being 
taken care of from factories in 
Europe. Approximately 71 per cent 
of the assets of the company is rep- 
resented by interests in operating 
units of the telephone business, 
while approximately 17.5 per cent 
is in manufacturing plants, and the 
remainder is in radio, telegraph, 
cable and miscellaneous properties. 
The largest investment is located in 
Argentina, while the second largest 
is in Spain. In the latter part of 
September, 1940, it was reported 
that telephone communication be- 
tween Spain and other countries 
would be resumed in the near future. 

Foreign telephones in service have 
shown a tendency to increase and as 
of September 30, 1940, a new record 
was reached at 1,177,546 telephones 
located in ten foreign countries. 
These figures included those. of the 
National Telephone Co. of Spain 
for the first time since July of 1936. 
The business in South America is 
also increasing and in view of our 
good-neighbor policy it is quite likely 
that this trend will continue. 

Financial position of the company 
is fair, while the capitalization is 
rather heavy. At the close of 1939 
the funded debt of subsidiary com- 
panies approximated $56,000,000, 
while the parent company alone was 
in the neighborhood of $99,000,000. 
Subsidiary preferred stock was rep- 
resented by approximately $12,800,- 
000 and the minority interest of 
$8,175,000. The common stock of 
no par value is represented by 6,399,- 
002 shares. It is our belief at this 
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time that the future of this com- 
pany is rather clouded, but that the 
stock is worthy of retention as a fair 
speculation, although dividends and 
favorable operating results cannot 
be expected for some time. 





Shell Union Oil Corp. 


Despite the weakness in gasoline prices— 
and the fact that I bought my 125-share in- 
vestment in Shell Union Oil at 17—would 
you say that the outlook for this company 
warrants a 100-share addition to my present 
holdings at current levels? My primary rea- 
son for considering this move is tied up with 
the company’s stake in synthetic rubber pro- 
duction . . . which I would like to have you 
tell me more about . . . also its production 
of toluene. Has volume production of either 
of these products been started yet? What 
should commercial exploitation of these new 
chemical products mean to Shell Union earn- 
ingswise? How do your analysts appraise the 
income prospects for Shell Union from its 
regular gasoline and oil markets for the sec- 
ond quarter of 1941 . . . from the standpoimt 
of reserves — demand — taxes —and costs? 
Kindly advise—K. T., Syracuse, N. Y. 


According to the preliminary fig- 
ures it is reported that Shell Union 
Oil Corp. earned approximately $15,- 
600,000 or about $1.05 a share on 
the 13,070,625 shares of common 
stock outstanding. These per share 
earnings are after preferred dividend 
requirements of $5.50 per share. 1940 
results compare with net income of 
$11,805,713 or approximately 76 
cents a common share in the year 
1939. The position of the common 
stock of this company has been im- 
proved by the retirement of all of 
the 5% per cent preferred stock 
from the proceeds of a recent offer- 
ing of $15,000,000 of 20-year 234 per 
cent debentures and $10,000,000 
serial notes. Giving effect to this 
new financing the funded debt now 
totals $110,000,000 with the highest 
interest rate being 234 per cent, 
no preferred stock and 13,070,625 
shares of $15 par common stock. 

On December 7, 1940, this com- 
pany produced the first barrel of 
toluene, which is a major ingredient 
in the manufacture of TNT, at its 
new refinery at Houston, Texas. 
The construction of this factory was 
started in the early part of August 
last year, and will have a capacity 
of more than 2,000,000 gallons a 
year. It is believed that production 
will gain volume proportions by sum- 
mer and contribute a sizable profit 
to the company. Another new de- 
velopment which may be a forerun- 


ner of substantial profits to the com- 
pany is its stake in the manufacture 
of synthetic rubber. 

Shell Union Oil Corp. is one of 
the leading organizations in the 
domestic oil industry. Its opera- 
tions are completely integrated 
forming a complete unit. In the 
matter of size it is the sixth largest 
crude oil producer, ranks fifth as a 
refiner and is one of the very few 
companies which maintains and op- 
erates a nation-wide marketing ser- 
vice. 

In view of the judicious manage- 
ment, the future is most promising, 
and 1941 profits should, in our opin- 
ion, exceed those of 1940. Never- 
theless, we feel that present com- 
mitments should be maintained, as 
the company is well situated and not 
extremely vulnerable to excess prof- 
its tax as we now understand them 
It might be possible to perhaps se- 
cure a little better price for addi 
tional purchases, but over a period 
of time it is our belief that pur- 
chases of this stock will prove to he 
a good investment. 





National Cash Register 


Would very much appreciate advice on my 
50-share investment in National Cash Regis- 
ter which I bought at 2434. Is National Cash 
Register in a position to show good-sized 
market gains, reflecting gains in domestic 
business? Is expanding volume taking place 
in the company’s profitable lines? To what 
extent is National Cash Register receiving 
Government orders for business machines re- 
quired to handle defense clerical work? Are 
improvements on its accounting and business 
machine lines giving the company an edge 
on its competitors in bidding for domestic 
business? Are gains in domestic and South 
American business recorded in 1940 likely to 
continue this year? How large, and impor- 
tant from a profit respect is National Cash 
Register’s fuse production for U. S. defense? 
Are additional small arms business from the 
Government in prospect? Is the company in 
a position to handle such business without 
materially adding to production overhead? 
Kindly give me your opinion on the desira- 
bility of holding this stock for appreciation. 
—0. G. L., Hazleton, Pa. 


It is estimated that earnings for 
the full year 1940 for National Cash 
Register Co. will approximate $1.25 
per share, as compared with actual 
earnings of $1.10 for the full year 
1939. For the first nine months of 
1940 profits of 92 cents per share 
were realized, as against 80 cents per 
share for the corresponding period 
of 1939. As of September 30, 1940, 
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the financial position of the com- 
pany was again portrayed as very 
strong. Total current assets of $25,- 
503,000, as compared with total cur- 
rent liabilities of $4,974,000, with 
net working capital of approximately 
$23,529,000. The capital structure 
consists of $6,000,000 in funded debt, 
no preferred stock and 1,628,000 
shares of no par common stock. The 
current annual dividend rate of $1 
per share has been maintained since 
1936. In 1937, however, an extra 
dividend of 25 cents per share was 
declared. It is felt that if earnings 
warrant, extra dividends will be dis- 
bursed sometime during the latter 
part of the year 1941. 

Due to the considerable contrac- 
tion in foreign business the com- 
pany has been endeavoring to seek 
new channels for profits. The Cana- 
dian business, which fell off consid- 
erably in the year 1940, has been 
improving somewhat due not only 
to a better demand for the com- 
pany’s normal products but the 
manufacture of armament materials, 
particularly shell fuses. During the 
year 1940 the increase in domestic 
sales of cash registers was favor- 
able, although accounting machines 
were the favored type. In view of 
the substantial upturn in business 
in general brought about in the 
main by our speeded up defense pro- 
gram, business machines will, of 
course, be necessary to tabulate and 
facilitate the keeping of records. 
This, in conjunction with the ability 
of the company to participate in 
war orders, makes for a_ relatively 
favorable outlook. 

It is our belief that operations will 
improve over the near term and that 
there will be a possiblity of addi- 
tional income to _ stockholders 
through possible extra dividends. 





American Rolling Mill Co. 


My %5 shares of American Rolling Mill are 
a puzzle to me. It didn’t seem like anything 
but good judgment to buy into this company 
at 21 two years ago in anticipation of the 


war boom in steels which materialized. When: 


the accruals on the preferred were cleared up, 
I was certain that my judgment was correct. 
Yet—at current levels I show a large paper 
loss. Isn’t the company receiving a large 
share of U. S. defense business? Isn’t it true 
that Armco is relatively immune to Excess 
Profits Taxes? Have the effects of priorities 
begun to take its toll of profits from the com- 
pary’s big customer—the automobile indus- 
try? What should the new Houston plant 
mean in terms of additional production and 


MARCH 22, 1941 





Each Can Say 





“IT WAS A DRAFTSMAN” 





°F WAS A LINEMAN’ 








| years ago, in 1904, the president of the American 
Telephone and Telegraph Company went to work as a clerk in one 


of the Bell System companies. 


About that time, the 18 men who are now the presidents of the 
Bell telephone companies were starting their careers. For, like the 
head of the System, they have worked many years in the business — 


an average of 38 years each. Each of them 
can say: “I was a clerk,” “I was a lineman,” 
“T was a draftsman”— and so on. 

The “know how” is here—for the every- 
day job of running the te‘ephone business 
or to serve you in emergency. Up-from-the- 
ranks management is doubly important 


these days. 


BELL TELEPHONE 





SYSTEM : pesmi tir oe 


The Bell System is doing its part in the Country’s program of National Defense 





profits? Are higher costs of raw material— 
iron ore, coal—wage increases the retarding 
influences? What is happening to all of the 
company’s civilian “light steel” markets now? 
I have never been satisfied with the action 
of this stock since I bought it—perhaps you 
can point out the root of the company’s poor 
showing in your report to me—and will ap- 
preciate your definite advice—Mrs. A. G., 
Los Angeles, Calif. 


For the year 1940 American Roll- 
ing Mill Co. earned $1.96, as com- 
pared with 69 cents per share for the 


year 1939. While these earnings 
are slightly under the amounts re- 
ported for 1937, ’36 and °35, the 
results are most favorable. Opera- 
tions for 1941 are estimated at a 
very high rate, and in the statement 
issued by the company on March 
4, 1941, it was brought out that the 
backlog of business which is con- 
siderably diversified indicated ca- 
pacity operations well into the third 
quarter of 1941. Steel operations 
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This advertisement appears as a matter of record only and is under no circumstances to be 
considered as an offering of these securities for sale, or as a solicitation of an offer to 
buy any of such securities. The offering is made only by the Prospectus. 


Philip Morris & Co. Ltd., Incorporated 
148,991 Shares 


Cumulative Preferred Stock, 444% Series 
Par Value $100 per Share’ 


(Dividends cumulative from March 15, 1941) 


Price $100 Per Share 


Certain of the above-mentioned shares have been subscribed for by the Stockholders of the 

Company or their assigns, or have been sold by the several Underwriters during the life of the 

Subscription Warrants. The remaining 19,295 shares have been publicly offered by certain of 
the Underwriters and a group of Selected Dealers. 


Copies of the Prospectus may be obtained in any State in which the offering of the above-mentioned 
security is lawful from such of the several Underwriters, including those named below, 


as are registered or licensed dealers or brokers in securities in such State. 


Lehman Brothers 


March 10, 1941 


Glore, Forgan & Co. 














which are currently at a very high 
rate of capacity do not portray the 
actual results, since the tonnage out- 
put in the current rate of activity is 
far in excess of that which was put 
out in recent years under a com- 
parable percentage rate. At the be- 
ginning of 1941 the orders on the 
books of virtually all of the steel 
makers were quite substantial and 
augur well for continued profitable 
operations. 

The majority of the business car- 
ried on by American Rolling Mill 
is in the production of sheet steel. 
It is the third largest factor in this 
field, producing a complete line of 
this type. The percentage of busi- 
ness done is represented by about 
80 per cent of this type, while the 
balance is made up of miscellaneous 
steel products. Light sheet steels 
have made possible the automobile 
of today, the electric refrigerator, 
innumerable light steel articles such 
as furniture, household utensils, 
cabinets, sanitary fixtures and even 
prefabricated houses. American 
Rolling Mill owns all of the basic 
patents that have made this possible 
by enabling steel makers to produce 
these materials in vast quantities 


and at low cost. The rights to use 
the continuous rolling patents have 
been granted to all steel makers who 
have applied for them. The major 
companies all use it and as the own- 
er of the basic rights Armco is one 
of the leading producers of light 
steels in this country. Royalty in- 
come represents approximately 10 
per cent of total before depreciation, 
interest and taxes in good steel 
years, and in poor years usually ac- 
counts for even a larger percentage. 

Priorities have not as yet made 
much of an inroad on the products 
of this company as automobile pro- 
duction has not been curtailed nor 
has the production of other of the 
domestic products which use roll 
steel as a base. It is our belief, 
however, that there is a possibility 
of this factor over a period of time 
if our rearmament program con- 
tinues at its frenzied rate. 

It is believed that earnings would 
have shown a greater expansion dur- 
ing the year of 1940 had it not been 
for the fact that following the out- 
break of the war the demand for 
structural plate bar and other types 
of steel were strong, but that orders 
for flat rolled steel, the type that 





this company makes, expanded at a 
rather slow pace. In the late sum- 
mer of 1940, however, this type of 
business began to expand and it was 
then that the company began oper- 
ating at full capacity, a condition 
which still exists. It is quite pos- 
sible that labor costs will increase 
over the near-term, while certain of 
raw materials used in the produc- 
tion of the company’s products will 
tend to increase and consequently 
limit profit margins to a certain ex- 
tent. The new plant at Houston is 
to expand the production of light 
plate steel and other products, used 
primarily in shipbuilding and _ vari- 
ous other phases necessary to our 
national defense. This plant is be- 
ing financed by R F C and certain 
funds contributed by American Roll- 
ing Mill Co. and it will be a perma- 
nent business under the operation 
of this company. 

It is our belief that American Roll- 
ing Mill stock should be held, as 
earnings are increasing, dividend 
distributions are being made and the 
future for stockholders is improved. 
A dividend of 35 cents per share was 
declared on the common stock, pay- 
able to stockholders of record of 
March 15, 1941. The last payment 
was 25 cents a share paid on Decem- 
ber 18, 1940. Consequently we feel 
at this time that the stock is worthy 
of retention. 





Taxes Will Cut Harvester's 
Earning Power This Year 





(Continued from page 707) 


quantities, it is still relatively in the 
development stage and as yet, does 
not bulk large in sales or profits. 
The refrigerator is not amenable to 
mass sale methods and is fairly 
high priced. Its most important 
position in the line of Harvester 
products is to add to the diversifica- 
tion of the company’s line. 

War conditions abroad made it 
necessary for the company to change 
its accounting and reporting meth- 
ods which, among other things, re- 
sulted in the release of a non-con- 
solidated annual report. Therefore, 
the assets and liabilities, as well as 
the results of manufacturing and 
sales of certain subsidiaries, have 
been excluded from the yearly state- 
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ment of the parent company. For- 
eign subsidiaries are now carried as 
an investment at their cost which 
isapproximately $60,000,000. Against 
this amount the company has set 
up a reserve of $30,000,000 and will 
enlarge it if such a step seems war- 
ranted over the near term. 

Dividends received from subsid- 
iaries during the 1940 fiscal year 
were, of course, included in income 
and according to the company’s 
statement, such dividends repre- 
sented almost all of the subsidiaries’ 
net income which could have been 
remitted. Since in previous years a 
reserve was set up against the un- 
remitted portion of any subsidiary’s 
earnings, the net effect was approxi- 
mately the same. 

On the non-consolidated basis, net 
income was $23,161,110 or equal to 
$4.11 a share of common stock after 
preferred dividend requirements, as 
compared to only $0.53 a share on 
a similar basis in the previous year. 
It should be remembered that the 
above 1939 figure is arrived at on a 
non-consolidated basis so that it 
would be comparable with the 1940 
report. The 1939 consolidated state- 
ment showed earnings of $1.71 a 
share of common stock. Since the 
company makes public its actual 
earnings only once a year, because 
of the seasonal nature of the busi- 
ness, it is difficult to arrive at any 
satisfactory estimates of quarterly 
results. The annual report did say, 
however, that the first quarter of 
the new fiscal year which began on 
November 1, 1940, had shown a sub- 
stantial increase in business over the 
corresponding period of last year. 
It is not at all unlikely that the 
same condition will prevail for the 
balance of the fiscal period and that 
earnings will be equally as good as 
those of 1940 although no such per- 
centage increase as last year’s can 
be expected. 

Taxes showed the usual sharp in- 
crease last year, rising more than 
$5,000,000 to a total of $14,062,000 
for the period. The greatest increase 
was in Federal taxes which rose 
$3,700,000 to a total of $5,151,000. 
While the rise was usual as far as 
all business reports go for last year, 
the more unusual feature was that 
the new corporate tax rates did not 
apply because of the company’s 
fiscal year and thus the outlook for 
this year is for even greater taxes 
and a consequent reduction in the 
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proportion of net operating income 
which will be available for dividends. 

While taxes were higher, wages 
also rose substantially and totalled 
$96,900,000 as compared with $78,- 
400,000 in the previous year. The 
increase was due mostly to a larger 
number of employees during 1940 in 
addition to some upward revision in 
wages. Since the turn of the year 
a strike has developed in certain sec- 
tions of the company’s plants which 
is as yet unsettled. Among the strik- 
ers’ demands is one for higher wages, 
a concession which the company is 
loath to grant at once because of 
the fact that its profit margin on 
farm equipment is currently so mod- 
erate that any increase in labor costs 
added on to taxes must result in 
higher list prices for the company’s 
products. It is probable that some 
compromise will be arrived at soon, 
although it is not likely that a settle- 
ment will be achieved without grant- 
ing some concessions as far as wage 
rates are concerned. 

Dividend rates were increased to 
$2.40 yearly from $1.60 during last 
year and since that time one quar- 
terly distribution has been declared 
at the 1940 rate. This would seem 


to indicate that the $2.40 rate is 
secure for this year although the 
outcome of the strike and further 
tax legislation will probably be 
awaited before the company con- 
siders increasing the rate to a point 
more in keeping with recent earn- 
ings. 

The same conditions which may 
defer consideration of upward divi- 
dend revisions may also serve to 
restrict the market for the com- 
pany’s shares. Under prevailing cir- 
cumstances, the company lacks 
much of its old dynamic quality for 
market action although it is prob- 
able that most of the immediate 
adverse possibilities have more or 
less fully been discounted. Because 
of the fine dividend record of the 
company and its strong financial 
position the shares still retain a good 
part of their former investment ap- 
peal. If currently owned, there are 
no longer any strong reasons to war- 
rant liquidation although a prospec- 
tive investor need not rush to make 
a commitment in them at this mo- 
ment for he will probably have 
ample time to watch the situation 
develop without having to pay too 
great a premium for his caution. 
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Happening in Washington 
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new peaks, but so much of the ac- 
tivity will be on uneconomic war 
goods that the standard of living 
will not benefit. Business will be 
regimented into one vast arsenal; it 
will all be working for the Govern- 
ment in one way or another, and all 
under Government control. 

Economic planning is an essential 
of war-time business, and we are 
forging mechanisms of economic 
planning undreamed of a few years 
ago. How much of this will be per- 
manent it is impossible to foresee. 
If and when there is again peace in 
the world, war needs will no longer 
dictate our economy, but a Govern- 
ment accustomed to dictation of in- 
dustry may find this dictation useful 
for reconstruction and may relin- 
quish its powers with great re- 
luctance. 





Tide Water Associated Oil's 
Earnings Prospects Improve 





(Continued from page 709) 


the score of excess profits taxes the 
company has no great concern. Only 
once during the past 10 years has the 
company earned more than 8 per 
cent on its invested capital and that 
was in 1937 when earnings equivalent 
to 9.47 per cent were reported. Dur- 
ing the remainder of the period the 
average was below 6 per cent. The 
“earned on capital investment” op- 
tion would obviously be the one for 
the company to base its tax return 
upon, but even on an average earn- 
ings basis, the company would have 
to report better than $1.40 a share 
of common stock before becoming 
liable for excess profits taxes. 

Out of an original issue of $40,- 
000,000 of 3% per cent debenture 
bonds put out in 1937 there are cur- 
rently less than $35,500,000 out- 
standing, and a sinking fund pro- 
vides for the retirement of $1,500,000 
yearly. It is entirely possible that 
this debt will be refunded prior to 
maturity, for the company’s excel- 
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lent financial position warrants a 
strong line of credit, which may per- 
mit the replacement of the 31%4’s 
with a lower coupon issue. There 
has as yet been no indication that 
this will be done although it seems 
probable that the management will 
take advantage of the current situa- 
tion further to reduce fixed charges. 
At the date of the latest balance 
sheet, there were no bank loans or 
similar obligations ahead of the 
500,000 shares of $4.50 dividend no 
par value preferred and 6,383,857 
shares of $10 par value common 
stock outstanding from a total au- 
thorized issue of 10,000,000 shares. 

The same report disclosed a cur- 
rent asset position of nearly 4 to 1 
with total current assets of $55,172,- 
237 exceeding total current liabili- 
ties by more than $41,000,000. Cash 
on hand and in banks was shown at 
$10,663,859 and inventories at $33,- 
861,034 with the greatest part of the 
remainder being accounts receivable 
in the amount of $9,900,766. Prop- 
erty and equipment account was 
carried at $127,508,939 or $192,197,- 
991 below the original book figures. 
Developed oil properties were writ- 
ten down by more than 50 per cent 
from their original figure of $158,- 
125,291 to $71,178,317 while unde- 
veloped properties were carried at 
about 75 per cent of their original 
cost. Other properties were also well 
marked down. Refineries were shown 
at about 30 per cent of their gross 
book value, while less than 50 per 
cent of the original value of market- 
ing facilities was still on the books. 
The equity value of the common 
stock was approximately $15.51 a 
share as compared with a current 
market value of approximately 60 
per cent of that amount. 

The market action of the shares 
has been about on an average with 
other well situated oil stocks despite 
the good earnings and satisfactory 
dividends. Of course, the fact that 
dividends have been in a downtrend 
since their restoration in 1937 might 
account for some of the decline, but 
if earnings continue. to be the sole 
determinant of dividend payments, 
there is no immediate danger of their 
total omission. The immediate pros- 
pects are not for any sharp increase 
in earnings nor any strong upward 
revision in dividend rates but on a 
basis of a soundly operated unit in 
a basic industry, the shares of the 
company must be considered to be 


reasonably priced and thus merit 
some appreciation in market value 
should some of the more general 
market uncertainties be terminated. 
The preferred shares, selling to 
yield better than 4.5 per cent are 
attractive for relatively secure in- 
come, although their conversion 
privilege which permits the ex- 
change of one share of preferred into 
3.33 shares of common stock until 
1947 is of little immediate value. 





America's Financial 
Revolution 





(Continued from page 698) 


cent or more. This is a striking para- 
dox, for—other things being equal— 
dearth of opportunity to invest in 
new capital securities should mean 
a scarcity value for old capital se- 
curities. But other things are not 
equal. Billions upon billions of dol- 
lars lie idle, nursing a universal fear 
psychosis. Under present conditions 
not much of it would venture into 
new enterprise securities even if they 
were available in abundance; little 
of it seems willing to go into exist- 
ing securities, as witness prevailing 
yields; and even price levels of Gov- 
ernment bonds are regarded with a 
certain misgiving. 

It need hardly be said that exist- 
ing securities have nothing to do 
with the main problem we are here 
discussing. If you buy 100 shares 
of General Motors common in the 
market, your savings to this extent 
are merely shifted to the seller. The 
funds do not go to General Motors. 
They do not buy machinery or put 
unemployed men to work. 

Incidentally, this huge corpora- 
tion is an outstanding example of 
modern, self-financing industry. A 
statement of its financial record 
from 1921 through 1938, submitted 
before the TNEC by Chairman 
Sloan, showed surplus profits, after 
dividends, of about $490,000,000 for 
the period and depreciation reserves 
of $520,000,000—or total accumula- 
tion of internal funds amounting to 
$1,010,000,000. Plant outlays for the 
period amounted to $770,000,000 and 
investments in subsidiaries to $176; 
000,000, or total of $946,000,000. 
Thus internal funds more than cov- 
ered capital outlays. 
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This is scarcely typical of past 
financial history, but neither is it 
particularly unusual. Certainly to- 
day a big majority of the large 
enterprises of the country are self- 
financing; and the few who occa- 
sionally seek new capital by sale of 
securities to the public are merely 
exceptions which prove the rule. 

Probably the average citizen will 
get excited about nothing said here. 
He feels that tremendous Federal 
spending for defense can not be 
avoided any way, and that while it 
lasts we shall have great business ac- 
tivity. That is all right with the 
financial revolutionaries. They are 
banking on the defense emergency 
to do two things: (1) prove that 
their formula is workable; (2) ce- 
ment it permanently into our way 
of life. Most all of them believe it 
can be done by democratic proc- 
esses. Some of them believe it can 
be done within the basic framework 
of the capitalist system. Some of 
them would not mind if the ultimate 
outcome were a Socialist State. 

But however bloodless, it is be- 
yond question a financial revolution 
that we are riding and revolutions 
of any kind are tricky things to pre- 
dict. Neither their advocates nor 
opponents can guarantee where 
journey’s end will be. 





Variations in Second Quar- 
ter Industrial Prospect 





(Continued from page 693) 
Metal Containers 


Stocks of the principal canned 
foods are low enough to indicate a 
good season for can manufacturers 
if crops are bountiful. General line 
cans, meanwhile, are moving along 
at new record volume, reflecting the 
high business level. The tax and 
labor situations, however, presage 
lower profit margins for the indus- 
try; unionization of the industry 
(which thus far has been avoided) 
appears a good possibility this year. 
The placement of tin under Govern- 
ment jurisdiction injects a factor of 
uncertainty into the industry’s sup- 
ply situation, also. The net con- 
clusion as to earnings is that a show- 
ing as good as that of 1940 will be 
difficult. 
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Another Look at Sugar 
Stocks Under Today's 
Influences 





(Continued from page 705) 


approximately 4,049,000 bags (100 
lbs. to a bag) of sugar, representing 
a new high record. For the 1940- 
1941 season which ends March 31st, 
it is believed that a new high record 
of approximately 4,300,000 bags will 
be reported. High production rates 
made for low cost operations, since 
almost all of the company’s facilities 
were employed. This served to off- 
set in considerable measure actually 
lower sales for the year as well as 
higher taxes. Improved profit mar- 
gins were, however, not of sufficient 
size to permit the company to show 
higher profits than a year before. 
Current net profits are estimated to 
have been in the vicinity of $1,000,- 
000 or about $1.70 a share (after 
preferred dividends) on the 363,966 
shares of common stock currently 
outstanding. This compares with 
$1.85 a share for the previous season 
and peak post-depression earnings 
of $3.91 a share reported in 1936, at 
the time when Federal quotas were 
more favorable to the company than 
in recent years. Nevertheless, re- 
sults of operations were sufficiently 
satisfactory during 1940 to warrant 
the resumption of common dividends 
after two years of omission. Now 
that dividends are restored, it is 
probable that they will be continued 
if earnings are the sole determinant. 
Modestly better average sugar prices 
during the coming season should as- 
sist in a slight earnings recovery for 
American Crystal Sugar, although it 
is not probable that next year’s re- 
sults will exceed those of the 1939- 
1940 season by a substantial margin. 

While the sugar refiners as a whole 
are in a somewhat better position 
than in the last year or so, this is 
not strictly the case with American 
Sugar Refining Co., the oldest and 
largest cane sugar refiner in this 
country. Under normal circum- 
stances, the ownership of an exten- 
sive source of raw materials is a val- 
uable asset but in the case of this 
company, it is a distinct liability, 
for the present, at least. American 
Sugar, through a subsidiary, owns 
300,000 acres of prime sugar land in 


Cuba with a productive capacity of 
about 1,800,000 375-lb. bags of sugar 
yearly. American quotas permit the 
company to import only about 6 per 
cent of its refinery needs and thus 
remove the value of their ownership 
while at the same time forcing the 
Cuban properties into world market 
competition. Then, too, steady 
growth of the beet sugar industry in 
this country has cut into sales vol- 
ume while both taxes and wage costs 
have risen sharply. On the whole, 
the company is not likely soon again 
to regain its previously high earn- 
ings position although dividends 
have only recently been restored on 
the common shares after an absence 
of two years. 

Declaration of common dividends 
at the close of 1940 indicated that 
the year was probably a profitable 
one as compared with 1939 when a 
deficit of $0.84 a share of common 
stock was incurred. With moderate- 
ly better refined sugar prices pre- 
vailing now and a diminution of im- 
ports of refined sugar which had 
previously plagued Atlantic Coast 
refiners, it is possible that further 
improvement in net income will ac- 
crue. The outlook is far from 
bright, although it would seem that 
any future changes must be for the 
better. 

At the other end of the industry’s 
spectrum is South Porto Rico Sugar, 
which is solely a producer of raw 
sugar. The company’s land hold- 
ings in Puerto Rico are relatively 
small and thus avoid the difficulties 
of the Puerto Rican land laws. The 
company’s sugar mill, however, is 
large and has an annual production 
capacity of 150,000 short tons of raw 
sugar yearly. South Porto Rico 
Sugar has extensive land holdings 
on the nearby island of Haiti in the 
Dominican Republic. About 75,000 
out of a total of 150,000 acres are in 
sugar and the two Dominican mills 
have between them a_ production 
capacity of about 200,000 short tons 
of sugar yearly. The Puerto Rican 
sugar enters the United States duty 
free while Dominican sugar pays 
duty. The Puerto Rican output has 
been on the increase and it is from 
this sugar that the best profits have 
been obtained in recent years. Al- 
most complete stoppage of Western 
European markets for Dominican 
sugar will probably hold 1941 season 
profits in check, although due to 
somewhat firmer raw prices it is not 
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anticipated that South Porto Rico’s 
1941 earnings will be sharply lower 
than the $2.16 a share reported for 
the last fiscal year. In any event, 
dividends will continue to be paid 
although the customary extras will 
probably be somewhat smaller this 
year. Converting the company’s 
Dominican surplus sugar production 
into high-test molasses for commer- 
cial use will be profitable only by 
virtue of the fact that it will avoid 
the possibility of losses on a heavy 
carryover into the next crop-year. 





New Industrial Giants 
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industry of their patents to manu- 
facture rubber in this country. About 
two years ago some was imported, 
and various rubber companies ex- 
perimented with it in treads of tires. 
In connection with developing the 
manufacture of Buna in this coun- 
try, through laboratory work, a syn- 
thetic rubber which Standard Oil 
Co. of N. J. calls Butyl rubber was 
developed by another process. Butyl 
is believed to be just as adaptable 
to tire manufacture as Buna. Stand- 
ard’s new plant in Louisiana will 
make about five tons of Butyl rub- 
ber a day; the company believes, 
however, that it will be consumed in 
specialty products and not tires, for 
the time being, at least. 


Use of synthetic rybber in tire 
treads has great potentialities, not 
only because of possible shortages of 
natural rubber but also because of 
superior wear. Centrifugal force of 
the revolving tire tends to throw off 
the tread, which relates directly to 
thickness of the tire. A longer-wear- 
ing artificial rubber might be used 
with probably 50% of the thickness 
of natural rubber, which, of course, 
would make the relative comparison 
favorable for the synthetic product. 
Importance of business outside of 
the tire industry is not to be over- 
looked; it is noteworthy that more 
rubber now goes into special uses 
than into tires. Rubber latex is 
converted into foam for mattresses 
and upholstery and into thin film of 
various sorts, while sturdier forms 
are used as lining for tank cars and 
other heavier duties. 


Dow Chemical Co. is another of 
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the major organizations which has 
concerned itself with the synthetic 
rubber industry. Its Thiokol syn- 
thetic is made from sodium poly- 
sulphide and ethylene dichloride and 
it differs in chemical composition 
from preceding types of synthetic 
rubber. It sells at over a 2,000,000- 
ib. annual rate. Dow’s coal tar ma- 
terial, styrene, is combined with 
Buna “S,” to make poly-styrene 
plastic molding powders. As a re- 
sult of research and developmental 
work in the cracking of oils, the com- 
pany has developed butadiene pro- 
duction processes, and it also has a 
method of manufacturing acrylic 
nitrile. Both of these and styrene 
are basic materials in the manufac- 
ture of the Buna-type rubbers. 

The question of how to benefit 
from the exceptionally rapid growth 
in sight for the infant synthetic rub- 
ber industry is rather knotty, since 
the product comprises so minor a 
part of the aggregate business of its 
principal producers. Considerable 
time is needed, naturally, to attain 
large productive capacity. Good- 
rich officials estimate, for example, 
that to create facilities of the capac- 
ity required to replace the 600,000 
tons of natural rubber the nation 
uses annually would take a minimum 
of three years, and that even “stand- 
by” plants capable of rapid emer- 
gency expansion could be built only 
in from 18 to 24 months. Effective 
competition with natural rubber, 
too, is made difficult by the syn- 
thetic’s current price, which is two 
to three times the price of the nat- 
ural product. 

Important to consider is the fact 
that the principals in the domestic 
synthetic rubber industry are strong 
corporations in their own right. 
Standard Oil of N. J., du Pont, 
Goodyear, Goodrich, Dow Chemical, 
Firestone and Phillips Petroleum, 
representing the leaders in this en- 
terprise, comprise some of the great- 
est American corporations. Du Pont 
and Goodrich appear somewhat 
further advanced than the others in 
the general synthetic rubber indus- 
try, but the proportion of this busi- 
ness in relation to their totals is like- 
wise so small as to be ruled out as a 
market factor for the time being. 
Nevertheless, stocks of the above 
companies have attraction on their 
own merits, and from that stand- 
point they may be considered rea- 
sonably attractive (though any pur- 


chases should be coordinated with 
our general market advice as given 
in each issue by A. T. Miller), with 
the synthetic rubber factor included 
as good measure and as an ultimate 
potential fillip while the new indus- 
try develops. 





Metals Boom Brings Record 
Volume for American Smelt- 
ing & Refining Co. 
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American Smelting also has under 
discussion a new large electrolytic 
zinc refinery plant in Texas. This 
would add 2,000 to 2,500 tons 
monthly of the electrolytic metal, 
but the plant may not be ready until 
next year. Total zinc sales in the 
United States this year are expected 
to exceed 800,000 tons. Consider- 
able further relief in this tight situa- 
tion has been accruing from the 
resumption of operations at the 
large Nueva Rosita zine smelter of 
the company in Mexico. Normally, 
this plant, which had been closed 
for several months by a strike, but 
was reopened last month, turns out 
about 42,000 tons of prime western 
grade zinc annually. Further bene- 
fits to earnings will come from cur- 
rent rehabilitation of old retorts. 


Partly as a consequence of our 
foreign policy, the Mexican situa- 
tion has taken a turn for the better. 
This is a noteworthy item, though 
not of enormous importance, as in- 
dicated in 1939 figures of around 
14% of total earnings contributed 
by the Mexican properties. The 
more amiable new Camacho regime 
in Mexico has pleasant significance; 
President Avila Camacho has a rep- 
utation for sound democratic pro- 
cedure and constructive thinking. 
In any event, despite the likelihood 
of less radical attitudes toward the 
company’s properties by Mexico, 
operating conditions in that country 
will by no means dominate the com- 
pany’s earnings trend. Higher oper- 
ations in 1941 than in 1940 are likely 
for all the company’s foreign proper- 
ties, but in the final analysis the 
main consideration is that the com- 
pany’s interests are centered in this 
country, and it is on the basis of the 
outlook here that we look for estab- 
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lishment of a new volume record by 
the company this year. 

These bright volume prospects 
are tempered by rising taxes, labor 
and general operating costs. For 
1941, too, it is possible that the com- 
pany may have to pay an excess 
profits tax; in 1940 it had an ex- 
cess profits tax credit up to about 
$4.80 a share on the average 1936-39 
earnings base and an exemption up 
to $2.94 a share on the invested capi- 
tal base. The 1941 excess profits 
tax base will, of course, be stiffer; 
the normal tax rate, too, is likely to 
be raised to 30% or so from the cur- 
rent 24% rate. On the basis of the 
new excess profits tax as presently 
discussed, as well as the projected 
higher general taxes, the company’s 
estimated profits for 1940 would ap- 
proximate $3.75 a share. On the 
other hand, volume prospects are so 
excellent that full-tilt operations 
may provide enough margin to carry 
earnings above those of 1940. 

Certainly, prospects are good 
enough and financial condition is 
strong enough to insure continua- 
tion of the regular $2 rate this year, 
with a substantial year-end extra 
likewise an excellent possibility, 
judging from the best current indi- 
cators. A favorable financial posi- 
tion is revealed in the company’s 
June 30, 1940, statement. Current 
assets, including $12,495,772 cash 
and $7,251,887 U. S. Government 
securities, totaled $97,746,719, com- 
pared with current liabilities of 
$25,676,862, which included no notes 
payable despite the sharp pickup in 
inventories, a favorable policy in 
view of subsequent strength in 
metals. Just this month, in fact, 
the company advanced the price of 
lead 10 points to 5.75 cents a pound, 
delivered New York. Copper and 
lead futures have been strong lately, 
but it is doubtful if the Government 
will allow much additional increase 
in selling prices of these commodi- 
ties. The gold and silver mining 
situation seems somewhat less favor- 
able this year than last, considering 
the constant selling price for gold, 
al least, and advanced costs. 

In sum, we believe the prospects 
in 1941 for this company are such 
as to merit consideration of buying 
the stock when general market con- 
ditions justify. At the current rela- 
tively low price around 40, the stock 
is selling at 88% of its 1937 high 
and about 43% above 1937 low. 
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>» The market is near the buying area of its range over 
the past three years. Time is rapidly working in favor 
of the investor who knows when to buy while security 
prices are low. Through THE TREND LETTER, you will 


be advised as the next decisive upturn develops. 
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for Today’s War Markets 


Our assurance of satisfactory service is backed by our outstanding record 
over the 18 months of intricate war markets charted above. Note how 
WEEKLY TREND LETTER SERVICE has maintained 80% accuracy, showing 
a net profit of 24!/5 points, while the market declined 15!/> points . . 
differential of 40 points in the averages. 





Based on our 1940 record, you can readily see how 
valuable THE WEEKLY TREND LETTER can be to you 
Vital developments in 
the making should create volatile markets, so that 
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As I See I! 
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a decent standard of living for all. 
Our successful experience proves 
this can only be accomplished by a 
union of free states and free men 
under the American pattern. 

The best current example in Eu- 
rope where a workable system for 
separate groups has been evolved is 
Switzerland. The Swiss people are 
composed of German Swiss, French 
Swiss and Italian Swiss; politically 
they are all Swiss; racially they rep- 
resent a union of three free major 
races living in peace and harmony 
because their affairs are justly ad- 
ministered under democracy. 

Our great interest in the situation 
arises out of the danger that con- 
fronts us should the system of ex- 
ploitation and slavery which the 
Nazis are planning for Europe ever 
become an actuality. The serious 
effect on economic life and on our 
liberties is clear. The effect, how- 
ever, of stirring up of racial hatreds 
can tear this country from end to 
end. 

The great majority of Americans 
realize the seriousness of the situa- 
tion and it is because of this that 
they are willing to make the neces- 
sary sacrifice to prevent it. 


At the Moment 


The situation has not changed 
greatly from my complete coverage 
of the fields of battle two issues back 
in which I pointed out the possibil- 
ity of a Yugo-Slav-Turkish-Greek 
bloc to aid Britain. This depended 
on the extent to which British men, 
munitions and planes will be avail- 
able for a Near-East campaign, and 
it now appears that the British are 
ready for the Germans who, in my 
opinion, never intended to fight in 
southern Europe and who may now 
be forced to do so. 

The attacks on British shipping, 
while they have grown rather heavy 
in recent weeks, are nevertheless not 
yet dangerous. There are increas- 
ingly large quantities of English 
goods in our markets, and from my 
own knowledge all the foodstuffs 
which I personally sent to friends, 
beginning with the first part of De- 
cember, have amazingly reached 
their destination. 
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Food supplies can be sent in high- 
ly concentrated forms if it becomes 
necessary. The English thus far 
have shown great ingenuity in solv- 
ing their problems and we can count 
on their continuing to do so. Now 
that our country is so deeply inter- 
ested, American genius will work 
side by side with them. 

The visit of Matsuoko to Berlin 
is an indication that Japan would 
like to know first hand what the 
Germans really have to back up 
their claims. And also to solve the 
problem of Russia at their back door 
should they become involved with 
the United States. Because Stalin’s 
purpose is confusion and destruction, 
neither the Axis nor the democracies 
have any faith in Soviet agreements. 
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favorable consideration for income, 
affording an indicated yield of 
about 7%. 


So They Say— 


Strike-bound Allis-Chalmers — will 
probably be in the red for the first 
quarter. . . . National Cash Register 
has defense orders totaling $20,000,- 
000 on its books. . . . Operations of 
American Rolling Mill are at capacity 
levels. American Locomotive 
began 1940 with unfilled orders 
totaling $138,300,000 compared with 
$12,800,000 a year ago. . . . Both 
Associated Gas & Electric and Colum- 
bia Gas & Electric are reported to 
have completed plans for large re- 
funding programs. .. . The introduc- 
tion in the near future of the new 
“fortified” loaf of bread, reputed to 
have all of the natural qualities of 
whole wheat, may aid earnings of 
leading baking companies. . . . First 
quarter profits of Electric Auto-lite 
will show a sizable gain over last year. 
. . . Packing companies are cashing in 
on large stocks of low cost inven- 
tories acquired last year. . . . Boot 
and shoe production may set a new 
record this year. 


Cheerful Outlook for Railroads 


In viewing the current railroad 
prospect, it is admitted that any 
estimate normally made at this early 
date would almost inevitably be 


subject to some modification before | 
the close of the year. In the present © 
circumstances, however, with the in- | 
creasing tempo of the defense pro- 
gram virtually guaranteeing a sus- 
tained high level of freight traffic, 
it is possible to give greater credence 
to authoritative traffic estimates. 
Ralph Budd, president of Chicago, 
Burlington & Quincy R.R., and 
Transportation Commissioner of the 
National Defense Advisory Com- 
mission, has forecast a gain of 9.4% 
in carloadings this year, as com- 
pared with 1940, and a gain in 1942 
of 16.9% over 1940. On the basis of 
these estimates, carloadings this 
year will exceed those for the calen- 
dar year by 6,140,373 carloads, or 
an average increase of 118,100 cars 
weekly. According to Mr. Budd, 
carloadings in 1940 were 68.5% of 
those in 1926 and 1929, the two best 
years; this year the percentage of 
1926 and 1929 will rise to 76%; in 
1942 to 81%. On this basis a gain 
of at least 10% in gross revenues 
(including passenger traffic) would 
seem to be a conservative expec- 
tation. Such a gain when applied 
to specific railway systems, even 
after allowing for increased costs, 
would in not a_ few instances 
result in some very impressive gains 
in coverage in fixed charges and 
equity earnings. Such is the back- 
ground for the rapidly increasing 
investment interest in selected me- 
dium grade rail bonds, many of © 
which are obtainable at prices af- 
fording a very liberal yield. 


British Liquidation Continues 


Supplementing our table of Brit- 
ish-held American securities still to 
be liquidated and those already dis- 
posed of, (Pages 646 and 647 — 
March 8th issue) these issues are 
now announced by the British Trea- 
sury as liquidated: 


STOCKS 


American Fork & Hoe 

Boston Edison 

Buffalo, Niagara & Eastern Pr. Ist $5 Pfd. 
Commercial Credit $4.25 Cum. Conv. Pfd. 
Eagle-Picher Lead 

First National Stores 

Marshall Field 

New Jersey Zinc 

Republic Steel 

Standard Oil- of California 


BONDS 
Consolidated Edison Co. of N. Y. Deb. 3!/s, 
1956, and Deb. 3!/4s, 1946 
Japan, Imperial Govt., 6's, 1954 
Southeastern Pr. & Lt. Deb. 6s, 2025 
Southern Ry. Dev. & Gen. Mtg. “A” 6s, 1956 
Standard Gas & Electric Deb. "B" 6s, 1966 
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